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CHAPTER 1 - MAYOR'S FOREWORD AND EXECUTIVE SUMMARY 


COMPONENT A: MAYOR'S FOREWORD 



This being my first term as the Mayor of Newcastle, 1 have to thank both my employees and the 
public, businesses, community based organisations for the support I have received thus far. However, 
the transition into this position has been accompanied by many challenges amongst those financial 
challenges have set the course of my tenure into ensuring Newcastle Municipality has a positive cash 
flow and a healthy balance sheet. On behalf of the Council and officials. I hereby present the Annual 
Report for the 2018/19 financial year. The Annual Report demonstrates that during the year under- 
review the municipality continued to strive towards realising its vision. The Annual Report provides a 
comprehensive yet honest account of financial and non-financial performance for Newcastle 
Municipality, highlighting key achievements as well as a rationale for the under-achievement in 
instances where there has been under-performance by the municipality for not achieving its targets as 
set out for the 2018/19 financial year. Our specific mandate as Newcastle Municipality, is guided by 
our Integrated Development Plan. Our resolve is based on servicing our communities in aJI areas of 
Newcastle. In all the work of the financial year under review we were guided by The 
Constitution of South Africa, the I DP, policies and by-laws that govern Local Government. 
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Many service delivery milestones have been achieved and many challenges have been encountered, 
none of which are beyond resolution. Synergies have been increased, and frictions have occurred 
however the key focus areas of Local Government, can be summarised as follows: Building a 
Municipality that is efficient, effective and responsive; Strengthen Accountability and Accelerating 
Service Delivery and supporting the vulnerable communities; Promoting Economic and Social 
development; Fostering Development Partnerships. Social Cohesion and community upliftmenl. 

Newcastle Municipality has had many financial challenges during the 2018'19 financial year, however 
in terms of our cash and cash equivalent we have decreased by 82%. The municipality embarked on a 
campaign to increase the payment factor and this campaign resulted in a 6,78% increase in the 
payment factor as at the end of June 2019. The municipality must continue to implement the approved 
financial policies and strive to improve financial viability so that the municipality can efficiently and 
effectively address the community's access and quality of basic services. The Municipality adopted 
the Revenue Enhancement Strategy during 2018T9 and one of the key achievements was the 
implementation of the water leaks program and installation of water meters. The impact of this 
program will be the reduction of water loss and reduction of burst pipes. 

During the 2018/2019 financial year the municipality had provided 7848 households with access to 
free basic water, sanitation, refuse removal and a reduction of 25% of property rates in terms of 
indigent support. The municipality completed the construction of a Library in Charlestown that will 
improve the access to public facilities for the community of Charlestown. The Local Economic 
Development Unit within the municipality trained 86 Small Medium and Micro-sized Enterprises 
(SMME's) from Newcastle. 1509 jobs were created for the community of Newcastle and the Local 
Economic Development (LED) Strategy was adopted for implementation in the 2019/20 financial year 
We therefore plan to further reduce unemployment in Newcastle. 

In terms of access to housing the Municipality has continued to maintain its Level 2 Housing 
Accreditation that is issued by the Department of Human Settlements. A total of 133 new houses were 
built as at the end of June 2019, 243 title deeds were transferred in terms of the Enhanced Extended 
Discount Benefit Scheme (EEDBS) and 22 properties were released for sale. Newcastle Municipality 
had provided 120 new households with access to water, 878 new household connections to sanitation 
and 835 new household connections to electricity. The municipality acknowledges the requests from 
the community for improved access to water, sanitation, electricity, refuse removal, housing and 
roads. We shall therefore ensure that during the 2019'20 financial year the municipality implements 
100% of the capital program, and policies, strategies and the Service Delivery Budget Implementation 
Plan are implemented, executed and monitored. 


Looking at the above priority areas, it is important to note that these can never be achieved on their 
own, it is therefore imperative that Councillors, Officials, and the community at large, work together 
with synergy in order to develop recovery plans to address the issues raised in the Annual Report. 
The municipality recognises that there are still a number of challenges that it faces, which 
characterises the development phase through which most South African cities and towns are currently 
facing. Attention is therefore paid towards accelerating some of the municipality's interventions in 
order to improve the social and economic state of the people of Newcastle whilst still pursuing the 


NEWCASTLE MUNICIPALITY 


DRAFT ANNUAL REPORT 2018/19 


9 














vision of Newcastle Municipality that is, By 2035, Newcastle wilt be a Resilient and Economically 
Vibrant City, Promoting Service Excellence to its Citizens. 

In conclusion throughout 2019/20 financial year we will endeavour to achieve all performance targets 
in line with the approved service delivery budget implementation plans, IDP and 2019/20 approved 
budget. 


PR NNG MAH LAB A 
MAYOR OF NEWCASTLE 
DATE:_ 
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COMPONENT B: EXECUTIVE SUMMARY 


1.1 MUNICIPAL MANAGER'S OVERVIEW 



In terms of Section 121 of The Local Government: Municipal Finance Management Act 56 of 2003, the 
municipality is required to compile an annual report. As the Acting Accounting Officer of Newcastle 
Municipality I present to you the 2018/19 Annual Report. The importance and relevance of an annual 
report in an accountable, participatory and developmental orientated local government as a valuable 
assessment tool, cannot be over emphasised. This report records the performance and progress 
made by Newcastle Municipality in fulfilling its strategic objectives contained in the Integrated 
Development Plan (IDP) and Service Delivery Budget Implementation Plan as approved by Council for 
the 2018/2019 financial year. It also provides a record of the activities of the municipality during the 
financial year under review. The Annual Report provides a report on the Annual Performance (APR) of 
the municipality in relation to the approved targets and Key Performance Areas (KPA's), a financial 
analysis of the Annual Financial Statements (AFS). an assessment by the Accounting Officer of any 
arrears on municipal taxes and service charges and an assessment by the municipality's Accounting 
Officer of the municipality's performance for revenue collection, the Annual Report of Uthukela Water 
and the Annual Financial Statement of Uthukela Water. 

The Annual Report is not only a compliance matter but provides a fair presentation of the performance 
of Newcastle Municipality for the 2018/19 financial year. Our altitude to the Annual Report is that all 
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our key stakeholders and partners Le, Council, traditional and community leaders, administration, 
communities and business must take a keen interest in tracking and reviewing municipal financial and 
non-financial performance of the municipality and the municipal entity. Thus the 2018/19 Annual 
Report provides one with such an opportunity. This essential exercise is vital in shaping and 
influencing our reporting processes and services in our future development. 

During the 2018'19 financial year the municipality has completed the construction of 133 Top- 
structures (houses), 243 houses were transferred through the Enhanced Extended Discount Benefit 
Scheme (EEDBS), 22 properties were released for sale to the public, 835 households were electrified, 
8.8 km of road was re-gravelled. 14 306 km of road was resealed, 878 households were connected to 
sanitation, 120 households were connected to a basic level of water, the completion of Charlestown 
Library, Completion of AC Pipe replacement in the Lennoxton area and Murchison street, and the 
completion of Watt Street 

In an effort to develop the local economy the municipality trained 86 Smalt Medium Micro-sized 
Enterprises (SMME's) and created 1509 jobs through the Expanded Public Works Program (EPWP). 
The municipality therefore has reviewed its Business Retention Expansion Strategy for 
implementation in the 2019/20 financial year, the municipality will work towards retaining the current 
businesses in Newcastle and increasing foreign and local investments in Newcastle. 

However, the year was not without its fair share of challenges. There were delays in the 
implementation of the capital program and there was non-achievement of targets as set out in the 
SDBIP due to delay in the appointment of service providers, poor performance of contractors, a high 
vacancy rate and financial constraints. The municipality has therefore resolved to resuscitate the 
Project Management Unit (PMU) during the 2019/20 financial year to ensure that all infrastructure 
projects are planned, implemented and completed with efficiency. 

Newcastle Municipality increased the payment factor by 6,78%. The payment factor indicates that an 
amount of R 1 523 433 522.74 was billed for the 2018/2019 financial year and an amount of R 
1 216 461 701.79 was received in respect of that billed amount which resulted in an overall payment 
factor for 2018/2019 financial of 7985%. The municipality also implemented the Revenue 
Enhancement Strategy that resulted in a reduction of water loss by 2.49%. We draw attention to the 
fact that at 30 June 2019, the municipality's debt remained higher than the municipality's Cash and 
Cash Equivalent which was not sufficient to cover the current liabilities of the municipality. The current 
assets are less than current liabilities, the collection rate has improved but there is still a risk if all the 
outstanding debtors will be collected. Over the next twelve months, the municipality is still committed 
to ensure that expenditure is kept within the funded and approved budget. The municipality has 
reduced the S & T budget, no meals are provided for employees or attendees to any meetings, no 
new cellphones are being issued to employees and stationary budgets have been reduced. The 
municipality has also stopped the encashment of leave by all employees. 

Our single most important objective of local government is to serve our community. Speed, timing and 
excellence in the quality of daily work must become a key feature in the way in which officials 
undertake their work. The overall turn-around times of administrative and professional work will 
require significant improvement. Plans will be developed to ensure that all officials interact directly with 
our communities and improve the quality of service delivery. 


NEWCASTLE MUNICIPALITY 


DRAFT ANNUAL REPORT 2018/19 


6 











To conclude the 201819 Annual Report, I want to assure the community that in the 2019/20 financial 
year, the municipality will ensure that we work vigour sly towards achieving the targets as set out in the 
approved 2019/20 SD8IP that is aligned to the budget an IDP. "Tactics without strategy is the noise 
before defeal" (Sun Tzu, 2000, The Art of War). It is therefore imperative that we all join hands and 
focus on critical issues that have been raised by members of the community in an attempt to defeal 
those issues and improve service delivery. 
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1.2 MUNItIPAt FUNCTIONS, POPUIATION AND ENVIRONMENTAL OVERVIEW 

According to the recent Community Survey (2016) conducted by Statistics SA, Newcastle Local 
Municipality (KZN252) remains the highest contributor in terms of population growth within Amajuba 
District Municipality. As of 2016, the population of Newcastle is recorded at 389 117 people, thus 
marking a 7,1 % increase {25 881 people) over a 5-year period from the year 2011 (363 236 people). 
This means that on average, Newcastle has experienced a 1,42% annual growth rate, which translates 
to 5 176 people per year. Newcastle has also experienced a significant increase in the total youth 
proportion of the population. In terms of the wider KwaZulu-Natal Province, Newcastle ranks 2' 1d as the 
local municipality with the highest number of people when compared to other local municipalities, with 
the highest being the Msunduzi Local Municipality. The population of Newcastle is spread unevenly 
over 34 wards as per the outcomes of the recent delimation process by the Dermarcation Board, 
marking a 3 wards increase. 

Furthermore, there has been a 7% increase (6 076) in the number of households within Newcastle from 
84 272 in 2011 to 90 347 in 2016, with the average household size remaining constant at 4.3 people 
per dwelling unit In relation to other local municipalities within the KwaZulu-Natal Province, in the year 
2011, Newcastle Local Municipality was ranked 3 rd after the Msunduzi and uMhlalhuze Local 
Municipalities respectively. However, recent statistical figures reveal that Newcasle Local Municipality 
has dropped to 4 ,h place after the Msunduzi, uMhlathuze, and KwaDukuza Local Municipalities 
respectively. In terms of the 2 nd and 3 rd ranked local municipalities, the reason for growth in the number 
of households without any significant growth in the population thereof may be attributed to a general 
decrease in the average household size thereof, from 3,9 to 3.6 people, and 3,3 to 3,0 people per 
household repspectively. 
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Figure V The location of Newcastle within the Amajuba District. 


The city’s local authority has jurisdiction over the surrounding maize, livestock and dairy farms including 
the industrial areas such as Karbochem. Mittal Steel South Africa (previously ISPAT/ISCOR), and the 
textile service industry. In addition, the city is also well endowed with coal reserves hence opportunities 
for coal mining within the area. Arcelor Mittal produces over 105 million tons of steel products annually. 
Although the Arcellor Mittal steelworks and the Karcbochem synthetic rubber plant dominate the 
Newcastle industrial portfolio, there is a wide range of manufacturing undertakings sharing in the 
success of the region. Newcastle has welcomed many Chinese and Taiwanese into the region with the 
addition of over a hundred textile factories. 

During the year 2002. the chrome chemical plant was completed in Newcastle which comes as a clear 
reflection of the city's industrial future The joint venture project between Karbochem and the German 
specialist manufacturing giant LANXESS has made Newcastle the largest producer of chrome chemical 
in Africa. The company announced an investment of €40 million (almost R600 million) in 2012 towards 
the construction of a C02 plant at its site. Mittal Steel also completed a R400 million project to rebuild 
one of its coke batteries Other large operations include a diamond cutting works, various heavy 
engineering companies, steel reinforcement and slagmenl cement factories. 


Future development within Newcastle Local Municipality should respond directly to the development 
trends, patterns, needs and aspirations of those who live and/or work within the area, it must be 
relevant to the local context while also contributing to the attainment of the provincial and national 

DRAFT ANNUAL REPORT 2018/19 



NEWCASTLE MUNICIPALITY 


9 
















development imperatives. This section of the I DP provides a detailed analysis of the current 
development situation within NLM. it is structured substantially in accordance with the Key 
Performance Areas (KRA), and also takes into consideration issues that are pertinent to Newcastle 
Local Municipality. The national KPA's are as follows:- 

■ Local Economic Development and Social Development; 

■ Basic Service Delivery; 

* Financial Viability and Management; 

• Municipal Transformation and Institutional Development; 

• Good Governance and Public Participation; and 

* Spatial Planning and Environment. 

Population Size and Growth Patterns (Stats SA: 2011 Census Data overlaid onto the 2016 ward 
boundaries). 

The official government figures reflected in the 2011 census data, overlaid onto the 2016 boundaries in 
order to align with the recenl ward delimitation by the Demarcation Board, estimates the total 
population of the Newcastle Local Municipality to be 363 236 people. This marks a population increase 
of 0 87% per annum between 2001 and 2011. A further look into historical data shows that the growth 
rate has decreased slightiy when compared to that of the period 1906 to 2001 whereby ihe population 
increased by 2.93% per annum. The decrease is highly attributed to the global recession experienced 
in the year 2008 which resulted in a decrease in direct foreign investments hence implications on job 
security. 


Table 1: Population Growth and Density. 


District 

Population Size 

% Share of KZN 

Population 

% Share of 

Amajuba 

Population 

Area in Square 

km 

Population 

Density (pplfkm2) 

KwaZulu-Natal 

10 267 299 



93 378 

110 8 

Amajuba 

499839 

4.9 


6 921 

72.9 

Newcastle 

363236 

3.5 

72.7 

1 689 

215 

Emadlangeni 

34 440 

0.3 

6.9 

3 714 

18.3 

Dannhauser 

102162 

1.0 

204 

1518 

67.5 

Source: Stats SA, 20 

1 Census Data 


This trend is a characteristic of the whole district with municipalities such as Dannhauser recording a 
negative growth rate between 2001 and 2011. However, even though there was a decrease in the 
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growth rate within the period 2001 to 2011, the population growth rate in Newcastle still remains higher 
than that of the district average which is 0.66%, hence making Newcastle the fastest growing 
municipality in the district in terms of population size. Newcastle accounts for 73% of the district 
population, 20% and 7% for Dannhauser and Emadlangeni Municipalities respectively. 



Household Size. 

Similarly, Newcastle accounts for the majority of the households found within Amajuba District. This is 
consistent with the population distribution which suggests that the majority of the population within the 
district resides in the Newcastle Local Municipal area. The average household size is 4.3 people which 
suggest a slight decline in average household size from the one recorded in the year 2001. 

Table 5: Number of households within Newcastle. 


LOCAL 

MUNICIPALITIES 

NUMBER OF 

HOUSEHOLDS 

AVERAGE HOUSEHOLD 

SIZE 

FEMALE HEADED 

HOUSEHOLDS % 

2001 

2011 

2001 

2011 

2001 

2011 

Newcastle 

71 164 

86 024 

4.6 

4.3 

45.1 

47.5 

Emadlangeni 

6187 

6 252 

4.8 

5.5 

32.2 

38 8 

Dannhauser 

19 320 

20439 

53 

5.0 

48.6 

50.7 

Amajuba 

96670 

110 963 

4,8 

4.5 

44.9 

47.6 


Source: Stats SA, 2011 Census Dala. 


The number of households headed by women has increased from 45.1% in 2001 to 47.5% in 2011, 
and this is in line with the district average of 47.6%. This read together with the relative decline in 
population growth rate suggests an increasing level of circular migration coupled with an increasing 
breakdown in extended and compounded households. 
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The location of the wards listed as being amongst the top TO wards with the lowest concentration of the 
households is mainly within the Newcastle East Area. 

Age Structure. 

Newcastle's population is relatively young with 46% of the total population being younger than 19 years 
of age, and the age group between 20 and 34 years accounting for 27% of the of the total population. 
Collectively the youth in Newcastle (0 - 34 years) makes up 71% 
of the total population, and this places immense pressure on the 
provision of educational facilities, social welfare, health services 
and the stimulation of the economy to provide job opportunities 
and economic development. Also implied by the young 
population is that there is still a relatively high dependency ratio 
The emigration of the youth and economically active population 
implies an increasing need for both recreational and educational 
facilities (i.e. shopping malls and institutes of higher learning} 
locally, and places more pressure on the need for employment opportunities. 



Gender Distribution. 

Regarding gender distribution within the Newcastle municipal 
area, 52% of the total population is female while mates account 
for the remaining 48%. This observed trend in gender distribution 
conforms to the National norm Due to such, there is a need for 
programmes specifically targeted towards gender equity, in 
response to this, Newcastle Municipality has prioritized gender 
issues as part of its Special Programmes. It is imperative that 
specific projects and programmes aligned to the National Program 
should be developed and rolled out in line with the municipal 
program of action. 
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HIV/Aids. 

The HIV and AIDS pandemic has had a profound impact on both the quality of life of communities and 
families and on the economy. A number of initiatives have been implemented through the National 
Department of Health to oombat the current epidemic, however major challenges still remain. Within 
Newcastle, the number of HIV positive persons has increased at an average annual growth rate of 
2.9% during the period 2000 - 2010, bringing the percentage of the population with HIV to almost 17% 
of the total population. The number of AIDS related deaths has increased at an average annual growth 
rale of 8.7% during the period 2000 - 2010, with AIDS deaths accounting for about 62% of total deaths 
in the municipality. This highlights the severity of the current situation and the need for interventions 
that target and attempt to address these HIV/AIDS challenges. 


1.3 SERVICE DELIVERY OVERVIEW 

Newcastle Municipality increased the number of households with access to water by 120 during the 
2018/2019 financial year. The total number of formal households with access to water is currently 
48568. The number of households with access to sanitation was increased by 878. the total number of 
formal households with access to sanitation as at the end of June 2019 was 49314. New households 
connected to electricity was 835 and the total number of format households with access to electricity 
was 49270 The Municipality built a total of 133 new houses for the community and transferred 243 
title-deeds to the community. 


DEVELOPMENT CHALLENGES 

RECOMMENDATION 

Backlogs in the delivery of basic services 

(eteclricfty, water, sanitation'} within the 

IMewcaslle-EasI area {Johnstown, Bfauuwbpsch 

and Gavanj, Madadeni and Osizw&ni townships 
as well as the surrounding rural settlements 

located within the vicinity of the 

Ubuhlebom zinyathi area. 

Improved roll-out of projects towards basic 

service delivery particularly within the 

Madadeni, Osizweni and the JBC area 

including the surrounding rural settlements. 

Develop Comprehensive Infrastructure Master 

Plan, 

Construction of a new raw water source in 

order to improve access to potable water. 

Upgrade wastewater collection and treatment 

facilities. 

Challenges with the maintenance and 

development of basic road and storm-water 

infrastructure particularly within the Newcastle- 

Roads and Stormwater Master Plan, 

- Improved roll-oul of capital program towards 
basic road infrastructure particular within the 
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DEVELOPMENT CHALLENGES 

RECOMMENDATION 

East afea. 

Newcastle-East area. 

Poor condition of public facilities and a genera! 

lack of the required tools and equipment for 

effective delivery of the related services, i.e. 
schools, clinics, community halls, early childhood 
education centers, Ihe library etc. 

- Improve access to public facilities through 

refurbishment of the related infrastructure. 

* Introduction of new technology in order to 

improve access .i.e. outdoor gym equipment, 

ICT systems within libraries etc. 

Housing backlog due to a large number of 
people in Newcastle residing in informal 
settlements, backyard shacks and poorly 
developed (radillonaS housing structures. The 
tow cost housing need In Newcastle is currently 
estimated at 74 991 units with the majority 
concentrated mainly in the Newcastle-East area 

Improved roll-out of the housing program in 

order to meet the housing demand. 

Introduction of Community Residential Units 

(CRUs). 

Provision of affordable housing opportunities 
for middle income to address the gap in the 

market, 

- Servicing of sites for people to build their own 

homes. 


j 1.4 FINANCIAL HEALTH OVERVIEW 

Newcastle Municipality initiated an awareness campaign aimed to increase the payment factor for 
Newcastle Municipality, the payment factor was increased by 6, 70%. The increase in revenue 
collection during the 2018/2019 financial year was insufficient to cover all the expenses. The 
Municipality remained to be solvent as at the end of June 2019. Property, plant and equipment assets 
has decreased by 2.3%. The overall expenditure of the municipality has decreased by 4, 5 %. 
Financial policies were reviewed and implemented by the municipality to ensure compliance with 
financial reporting. 


DEVELOPMENT CHALLENGES 

RECOMMENDATION 

Inadequate revenue collection systems within the 

municipally, 

- Introduction of new technology towards improving 
revenue collection ,i,e. water smart meters, prepaid 

electricity, 

- Strategic support and assistance to industry. 
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DEVELOPMENT CHALLENGES 


RECOMMENDATION 


Low recovery of amounts owed for rendering of municipal 

services from consumer debtors. 

- Outstanding accounts willi no queries to be forwarded to 
the respective consumers for making the necessary 

payment arrangements. 

- Indigent verification. 

- Capacitating of staff and field workers. 

Lack of procedures to enforce recovery of debts or follow-up 
on outstanding amounts 

- Appointment of field workers. 

Investigate the possible use of a service provider for 

meter reading as compared to performing the function 

in-house. 

Lack of advice fo Council on revenue enhancement 

mechanisms. 

- Updated financial pfan. 

- Capacity building towards revenue enhancement and 

Ihe related mechanisms. 


1.6 AUDITOR GENERAL REPORT FOR THE 2018'19 FINANCIAL YEAR 

The Auditor General's Office Issued and Unqualified Audit Opinion’ for 201819 financial year for 
Newcastle Municipality. Newcastle Municipality developed an action plan to address issues raised by 
the Auditor General in the 2017'18 financial year and therefore maintained an unqualified audit opinion, 
however an action plan to address all issues raised by the Auditor General on the 2018'19 financial 
year will be finalised by the 30 1,1 of January 2020 and all relevant departments will be responsible to 
ensure that all matters are addressed accordingly. 


I 1. 5 STATUTORY ANNUAL REPORT PROCESS 


No. 

Activity 

Timeframe 

1 

Consideration of next financial year's Budget and IDP process plan. Except for 
Ihe legislative content, the process plan should confirm in-year reporting 
formats to ensure that reporting and monitoring feeds seamlessly into the 

Annual Report process at the end of ihe Budget/lDP implementation period 

Julys 

2 

Implementation and monitoring of approved Budget and IDP commences fln- 
year financial reporting). 

3 

Finalise Ihe 4th quarter Report for previous financial year 
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4 

Submit draft year 0 Annual Report to Internal Audit and Auditor-General 


5 

Municipal entities submit draft annual reports to MM 

6 

Aud il/Performance committee considers draft Annual Report of municipality 
and entities (where relevant) 

August 

8 

Mayor tables the unaudited Annual Report 

g 

Municipality submits draft Annual Report including consolidated annual 
financial statements and performance report to Auditor General 

10 

Annual Performance Report as submitted to Auditor General to be provided as 
input to the IDP Analysis Phase 

ii 

Auditor General audits Annual Report including consolidated Annual Financial 
Statements and Performance data 

September - October 

12 

Municipalities receive and star) to address ihe Auditor General's comments 

November 

13 

Mayor tables Annual Report and audited Financial Statements to Council 
complete with the Auditor- General's Report 

14 

Audited Annual Report is made public and representation is invited 

15 

Oversight Committee assesses Annual Report 

16 

Council adopts Oversight report 

December 

17 

Oversight report is made public 

18 

Oversight report is submitted to relevant provincial councils 

19 

Commencement of draft Budget/ IDP finalisation for next financial year Annual 
Report and Oversight Reports to be used as input 

January 
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CHAPTER 2 - GOVERNANCE 


COMPONENT A: POLITICAL AND ADMINISTRATIVE GOVERNANCE 

The Constitution section 151 (3) states that the council of a municipality has the right to govern on its 
own initiative, the focal government affairs of the local community.The Newcastle Municipality is a 
Category B Municipality as determined by the Demarcation Board in terms of Section 4 of the 
Municipal Structures Act, 1998- The Local Government Municipal Finance Management Act 56 of 
2000, Section 52 (a): The Mayor must provide general political guidance over the fiscal and financial 
affairs of the municipality. The municipality functions under the Collective Executive system, consisting 
of 9 members. The Mayor is elected from the Executive Committee. The Council consists of 61 
councillors of which 10 are full-time councillors. Of the 67 councillors, 34 are ward elected councillors 
with the remaining 33 elected as proportional representation councillors. The Council has five Portfolio 
Standing Committees, with members of the Executive Committee serving as a Chairperson and 
Deputy Chairpersons. 


12.1 POLITICAL GOVERNANCE 

THE STATUTORY FUNCTIONS OF THE EXECUTIVE COMMITTEE ARE AS FOLLOWS;- 

a) Reviews the performance of the municipality in order to improve: 

i) The economy, efficiency and effectiveness of the municipality: 

ii) The efficiency of credit control and revenue and debt collection services; and 

iii) The implementation of the municipality's by laws 

b} Monitors the management of the municipality's administration in accordance with the policy 
directions of the municipal council (output monitoring); 

c) Oversees the provision of services to communities in the municipality in a sustainable manner; 

d) Reports on the involvement of communities and community organizations in the affairs of the 
municipality; 

e) Considers recommendations on the alignment of the IDP and the budget received from the relevant 
councillors; 

f) Ensures that regard is given to public views and reports on the effect of consultation on the decisions 
of the council 

g) Makes recommendations to council regarding: 

i) The adoption of the estimates of revenue and expenditure, as well as capital budgets and 
other imposition of rates and other taxes, levies and duties; 

ii) The passing of by-laws; and policies 
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iii) The raising of loans 

iv) Approval or amendment of tDP 

v) Appointment and conditions of services of Municipal Manager and heads of departments 

h} Deals with any olher matters referred to it by council and submits recommendations thereon for 
consideration by council; 

i) Attends to and deals with all matters delegated to it by council in terms of the Systems Act: 

j) Appoints a chairperson/s from the members of the Executive Committee, for any committee 
established by council in terms of section 80 of the Structures Act to assist the Executive Committee; 

k) Delegates to any powers and duties of the Executive Committee to any Section 80 committee; 

l) Varies or revokes any decisions taken by section 80 committee subject to vested rights; 

m) Develop strategies, programmes and services to address priority needs of the municipality through 
the I DP and estimates of revenue and expenditure, taking into account any applicable national and 
provincial plans and submits a report to, and recommendations thereon, to the council; 

n) Subject to applicable legislation, recommends or determines the best methods, including 
partnerships and other approaches to deliver services, programmes and projects to the maximum 
benefit of the community; 

o) Identifies and develop criteria in terms of which progress in the implementation of services, 
programmes and objectives to address the priority needs of the municipality can be evaluated, which 
includes key performance indicators which are specific to the municipality and common to local 
government in general; 

p) Manages the development of the performance management system, assigns responsibilities in this 
regard to the Municipal Manger and submit the proposed performance management system to council 
for consideration; 

q) Monitors progress against the said key performance indicators 

r) Receives and considers reports from committees in accordance with the directives as stipulated by 
the executive Committee; 

s) Elects a chairperson to preside at meetings if both the Mayor and Deputy Mayor are absent from a 
meeting in the event of there being a quorum present at such a meeting, if the Mayor failed to 
designate a member of executive Commiltee(EXCO) in writing to act as Mayor; 

t) Considers appeals from a person whose rights are effected by decision of the municipal manager in 
terms of delegated powers, provided that the decision reached by this committee may not retract any 
rights thal may have accrued as a result of the original decision, 

u) Reports, in writing, to the municipal council on all decisions taken by EXCO at the next ordinary 
council meeting; 
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Portfolio committees are established in terms of S8G of Structure Act. The portfolio committees are 
aligned to the macro structure of the municipality as follows: 

* Portfolio Standing Committee: Budget and Treasury Office 

* Portf o I i o St a nd i n g Com m i ttee: Com m un i ty Se rvices 

* Portfolio Standing Committee: Corporate Services 

* Portfolio Standing Committee: Development Planning and Human Settlements 
« Portfolio Standing Committee: Technical Services 


Political 

Party 


W 

A 

R 

D 


Portfolio 

Standing 

Committee 


E 

X 

C 

o 


SURNAME 


NAME 


IFF 


8/2016 


PR 


Corporate 

Services 


Deputy 

Chairperson 



Vuselwa Veronica 


VFP 


PR 


Finance 


BOSNIAN 


Lourens Lemmer 



8/2016 


A2APO 


PR 


Finance 


BUHALI 


8/2016 
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EFF 


6/2019 


IFP 


8/2016 


ANC 


9/2019 


ANC 


8/2016 


EFF 


8/2016 


PR 


PR 


PR 


32 


PR 


MPAC 


Technical 

Services 


Corporate 

Services 


Development 
and Planning 


Corporate 

Services 


DLAMINI 



DUBE 



DUKASHE (Ms) 



GAMA (Ms) 



HADEBE (Ms) 


1 * 1-4 


Thembinkosi Nkosinathi 


David Xolani 


Nokuthula Possia 


Fikile Phamela 


Victoria Fikile 
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I 


ANC 


28 


Community 

Services 


KHOZA 


8/2016 



ANC 


Technical 

Services 


KHUMALO (MS) 


B aw in He Viera h 


8/2016 



ANC 


PR 


Finance 


KHUMALO (MS) 


Phindile Joyce 


4/2019 



ANC 


8 


Technical 

Services 


KUBEKA 


Vukile Derick 


8/2016 
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IFP 


PR 


Development 
and Planning 


LIU 



Chuan-Yi 



8/2016 


ANC 


PR 


Finance 

Chairperson 


E 

X 


MAHLABA 


Nkululeko 

Godfrey 


10/2018 


C 

o 



Ntuthuko 


MAYOR 


ANC 


11 Technical 
Services 


MAJOZI (MS) 


Nokuthula Kheslina 


8/2016 



IFP 


PR 


Corporate 

Services 


MALINGA (MS) 


Fikile Angel 



NEWCASTLE MUNICIPALITY 


DRAFT ANNUAL REPORT 2018/19 


23 




























DA 


8/2016 


ANC 


8/2016 


DA 


8/2016 


ANC 


8/2016 


PR 


13 


19 


Technical 

Services 


Corporate 

Services 

Chairperson 


MPAC 


MPAC 


E 

X 

C 

O 


MBULi 


//;*v 

A# 

' ^ 


MDLULI (MS) 



MEIRING 



MIYA (MS) 



Albert Mfana 


Racheal Ncini 


Albert us Pieter 


Simphiwe Goodness 
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ANC 


30 


Finance 


MKHWANAZI (MS) 


Happiness Nosiphiwo 


8/2016 



ANC 


34 


Finance 


MKHWANAZI (MS) 


Thabisile Princess 


8/2016 


IFP 


PR 


MPAC 


MLANGENI 


Mkhulu Samuel 



8/2016 



ANC 


22 


Development 
and Planning 


mngomezulu 


Sizwe William 
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ANC 


8/2016 


DA 

5/2019 


ANC 


8/2016 


ANC 


8/2016 


18 


PR 


21 


12 


Technical 

Services 


Development 
and Planning 


Development 
and Planning 


Technical 

Services 

Chairperson 


E 

X 

C 

o 


MINGUNI (MIS) 



CHIEF WHIP 


MOKOENA 



MOLEFE (MS) 



MOLELEKOA 


Deputy 
Ml AY OR 


£m 

* 


Nomusa Grace 


Andrew Sizwe 


Mildred Vangile 


Reuben Moses 
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PRM 


9/2019 


ANC 


8/2016 


Indep 


5/2017 


ANC 


8/2016 


PR 


29 


23 


PR 


Technical 

Services 


Development 
and Planning 


Corporate 

Services 


Development 
and Planning 


MSEZANE {Ms) 


MTHEMBU(MS) 



MWALI 



MZIMA (MS) 





Xoli Membry 


Mirriam Vangile 


Prince Blessing 


Vuyiswa Persinia 
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ANC 


15 


Community 

Services 


NDABA 


Thobani Mphumuzi 


8/2016 


!FP 


PR 


Community 

Services 


NOIMA 


8/2016 



| Reginald 


ANC 


27 


Development 
end Planning 


NDLANGAMANDLA 


Stanley Sibusiso 


8/2016 


DA 


PR 


Finance 


NDLOVU 


Muziwensizwa Stanley 


8/2016 
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EFF 


8/2016 


ANC 


8/2016 


ANC 


8/2016 


ANC 


S /2016 


PR 


25 


9 


PR 


Development 
and Planning 


Finance 


MPAC 


Community 

Services 


NDLOVU (MS) 



NGCOBO 



NGEMA 



NGEMA (MS) 



Pertunia Fundiswa 


Mqapheleni Epharaim 


Bhekuyise Cyril 


Dudu Renete 
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IF P 


8/2016 


ANC 


8/2016 


ANC 


8/2016 


ANC 


8/2016 


PR 


24 


17 


Finance 


Community 

Services 

Chairperson 


Development 
and Planning 

Chairperson 


MPAC 


E 

X 

C 

o 


E 

X 

c 

o 


NZUZA 



SHABANGU 



SHUNMUGAM 



5IBILWANE (MS] 



Thamsanqa Maxwell 


Skhumbuzo Emmanuel 


Matthew 


Deanah Maria 


JL 


NEWCASTLE MUNICIPALITY 


DRAFT ANNUAL REPORT 2018/19 31 



































ANC 

20 

MPAC 


SIKHOSANE (MS) 


Lamlife Truelove 

fl/2016 




1 J.'jl 



ANC 

PR 

Corporate 

Services 


SITHOLE (MS) 


Jabulile Sarah 

9/2019 




w 










ANC 

33 

Community 

Services 


THWALA 

G re a term an Mbongiseni 
Bhekithemba 

8/2016 













ANC 

5 

MPAC 


THWALA (MS) 

Lindiwe Goodness 

8/2016 




Ik 

1 
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EEF 


6/2016 


IFP 


8/2016 


ANC 


8/2016 


ANC 


8/2016 


PR 


PR 


PR 


14 


Technical 

Services 

Deputy 

Chairperson 


Finance 


Corporate 

Services 


E 

X 
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AISIC 


10/2018 


IFP 


8/2016 


RLP 


8/2016 


ANC 


PR 


PR 


PR 


MPAC 


Community 

Services 


Community 

Services 


Finance 


ZONDO 


ZULU (Ms) 


ZULU 


ZULU 


Vuyani Gift 


Nanazi Saraphina 


Simbini Joseph 





Siphosakhe Zithuiele 


12/2016 
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In order to maximise administrative and operational efficiency, all powers subject to section 32 of the 
Local Government: Municipal Structures Act 1998, not otherwise delegated, have been delegated to 
the Executive Committee excluding the foil owing 

■ Approval of an Integrated Development Plan 

• Passing of by-laws 

• Approval of budgets 

♦ Imposition of rates and other taxes, levies and duties 

♦ Raising of loans 


f2 2 ADMINISTRATIVE GOVERNANCE 

The Local Government Municipal Finance Management Act 56 of 2000, Section 60 (b): The Municipal 
Manager of a municipality is the accounting officer of the municipality for the purposes of this Act and 
must provide guidance on compliance with this Act to political structures; political office bearers, and 
officials of the municipality and any entity under the sole or shared control of the municipality. 
Newcastle Municipality consists of six departments, each department is headed by a Strategic 
Executive Directors (SED) and each SED reports directly to the Acting Municipal Manager. The 
Accounting Officer of Newcastle Municipality reports to the Mayor of Newcastle. The Administrative 
Structure and Political Structure of Newcastle Municipality work together however the administrative 
structure is under the responsibility and control of the Municipal Manager, the two structures do not 
interfere with iheir respective functions. 
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5ED: CORPORATE 
SERVICES: DR N 
MAHLUBI 


ACTING MUNICIPAL MANAGER: 
MR MJ MAYISELA 


SED: Community 
Services 
Mr B, Nkosi 


SEO: DP&H5 
MrV- Govender 


SED: TECHNICAL SERVICES 
MR. S, CHAUKE 


SEO: BUDGET AND 
TREASURE: MRSNKOSi 


CHIEF AUDU EXECUTIVE 
MS S, CHENIA 
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ANALYSIS OF MEETINGS 



2014/15 

2015/16 

2016/17 

2017/18 

2018/2019 

Council meetings 

11 

11 

6 

10 

10 

Special Council meetings 

5 

5 

7 

5 

11 

Executive Committee 

11 

11 

9 

11 

10 

meetings 

Special Exco 

21 

21 

21 

23 

22 

Number of reports 

344 

344 

301 

339 

290 

considered by Exco 
Number of resolutions 

290 

309 

243 

252 

200 

formulated 

Number of 

54 

60 

69 

87 

90 


recommendations to 
Council 


COMPONENT B: INTERGOVERNMENTAL RELATIONS 

Newcastle Municipality participates in various forums and meetings with national, provincial and district 
government departments. The municipality reports to National Treasury, Provincial Treasury and 
COGTA for all reports related to finance, performance management and the IDP. The Municipality's 
operational and capital budget is submitted to National Treasury and Provincial for input and the input 
is useful in ensuring that the municipality meets all the budgetary policies and requirements. All 
performance management reports are submitted to COGTA at the end of every quarter and in addition 
to the performance the municipality reports quarterly and monthly to both provincial and national Cogta 
for all Back-to-Basics reports. 


COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION 

The Local Government Municipal Systems Act 32 of 2003, Section 17 (2): requires a municipality to 
establish and organise its administration to facilitate a culture of accountability amongst its staff. 
Section 16 (1): states that a municipality must develop a system of municipal governance that 
compliments formal representative governance with a system of participatory governance. Section 18 
(a) - (d): requires a municipality to supply its community with information concerning municipal 
governance, management and development. 


Newcastle municipality has established a Municipal Public Accounts Committee (MPAC) to oversee 
the expenditure and accountability for public funds entrusted to the municipality. 
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| 2-3 PUBLIC MEETING 

Newcastle Municipality has established ward committees for each ward within the jurisdiction of 
Newcastle Municipality. The ward committee members and ward councillors represent the interests of 
the community and monthly ward committee meetings are convened to ensure that the needs and 
concerns of the community are communicated to the municipality and addressed timeously and 
efficiently. The ward committee structure is guided by 2 (two) policy documents, namely: Ward 
Committee Establishment and Operational Policy and the Ward Committee Operational Plan. 

There are ten (10) ward members per ward with a ward Councillor as the 11th member and leader of 
the structure. Each ward committee selects a secretary to assist the committee with admin who also 
gets to sit on the Secretaries Forum monthly, for the purpose of receiving administrative support with 
public participation. Furthermore, the rest of the ward members are part of numerous Portfolio 
Committees namely; Infrastructure and Services, Local Economic Development and Social 
Development. This serves to assist the ward members with interacting with relevant departments on 
service delivery issues. 

Chapter 5, Section 25(1) of The Local Government Municipal Systems Act No. 32 of 2000 indicates 
that: 

‘Each municipal council must, within a prescribed period after the start of its elected term, adopt a 
single, all-inclusive and strategic plan for the development of the municipality which:- 

a) Links integrates and coordinates plans and takes into account proposals for the 
development of the municipality: 

b) Aligns the resources and capacity of the municipality with the implementation of 
the plan; 

c) Complies with the provisions of this Chapter: and 

d) 1$ compatible with national and provincial development plans and planning 
requirements binding on the municipality in terms of legislation ” 

The IDP informs the budget and Service Delivery Budget Implementation Plans (SDBIP's), The I DP is 
informed by the community's needs and infrastructure demands and refurbishment. The Mayor 
Newcastle Municipality consults each ward for input and comments on the IDP, budget and 
Performance Management Reporting. 


is 
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In addition to the above the other functional public participation structures of the municipality are: 

• IDP Representative Forum 

• Planning Co-ordination committee 

■ AFLED and Sub-structure (Agriculture. Tourism, Industry) 

• ICT Co-ordination Forum 

• GIS Co-ordination Forum 

• District wide Sector Plans 

• Trad itional Leaders 

• Landowners - JBC Steering Committee 

• Ward Committee Structures - 34 wards 

• Transport Forum 

• Civic Structures 

• District Public Participation Forum 


1,4 IDP PARTICIPATION AND ALIGNMENT 

IDP Participation and Alignment Criteria 

Yes/No 

Does the municipality have impact, outcome, input output 
indicators? 

Yes 

Does the IDP have priorities, objectives. KPIs. development 
strategies? 

Yes 

Does the IDP have multi-year targets? 

Yes 

Are the above aligned and can they calculate into a score? 

Yes 

Does the budget align directly to the KPIs in the strategic plan? 

Yes 

Do the IDP KPIs align to the Section 57 Managers 

Yes 

Do the IDP KPIs lead to functional area KPIs as per the SDBIP? 

Yes 
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Do the IDP KPIs align with the provincial KPIs on the 12 
Outcomes 

Yes 

Were the indicators communicated to the public? 

Yes 

Were the four quarter aligned reports submitted within stipulated 
time frames? 

Yes 


COMPONENT D: CORPORATE GOVERNANCE 


| 2.5 RISK MANAGEMENT 

Section 62 (1) (c) (i) of the Municipal Finance Management Act {MFMA) No. 56 of 2003 assigns an 
extensive responsibility to the Accounting Officer/Municipal Manager to lake all reasonable steps to 
ensure that the Municipality has and maintains effective , efficient and transparent systems of risk 
management and internal controls. Risk management policy of Newcastle Municipality as approved by 
the council further extends responsibility to all Municipal officials to implement effective systems of risk 
management within their areas of responsibility. Accordingly the Risk Management Unit is established 
in the Office of the Municipal Manager. 

In accordance with the requirements of the MFMA. the annual risk assessment was conducted during 
the July 2019 through intensive door-to-door departmental sessions and risk assessment workshops. 
The annual risk assessment covered both strategic and operational risks of the Municipality, fraud and 
corruption risks were also identified in both strategic and operational levels. 

A detailed risk register was developed comprised of both strategic and operational risks with the top 15 
risks being prioritized by management. All identified risks were grouped into specific risk categories to 
get a more manageable risk register with greater possibility to overview risks, followed by the rating of 
the risks and controls. Intervention measures were incorporated into the Risk Register through actions 
plans with clear time frames and assigning of responsibilities to relevant process owners and risk 
owners. 

The top five risks identified for 2018/19 were: 


No 

Risk 

1 

Financial crisis /Liquidity risk 

[Inability to meet short-term obligations and failure to settle municipal 
debts when they become due] 

2 

Vacancies in key positions 

3 

Ineffective Performance Management System 

4 

Failure to collect on current accounts and long outstanding debts. 

5 

Failure to identify new Revenue sources, leakages and inefficiencies 
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[~2.G ANTI-CORRUPTION AND FRAUD 

Statement of attitude to fraud 

Fraud represents a significant potential risk to the Municipality'^ assets and reputation. The 
Municipality is committed to protecting its funds and other assets. The Municipality will not tolerate 
corrupt or fraudulent activities whether internal or external to the organizations, and will 
vigorously pursue and prosecute any parties, by all legal means available that engage in such 
practices or attempt to do so. 

Newcastle Municipality's Anti-Fraud and Corruption Strategy 

The Anti-Corruption Strategy has been developed as a result of the expressed commitment of 
Government to fight corruption. The following are some of the Mechanisms in place to prevent, 
combat, detect and react to fraud and corruption:- 

• Anti-Fraud and Corruption policy 

• Anti-corrupt ion strategy and fraud prevention plan 

• Fraud risk assessment, 

• Fraud risk management plan, 

• Supply chain Management policy 

• Ethics policy 


Newcastle Municipality has an established and functional Audil Committee that is independent and has 
added value to the organisation since the appointment of the audit committee members. The Audit 
Committee for Newcastle Municipality has been fully functional in terms of The Local Government 
Municipal Systems Act 56 of 2000, Section 166 (2) an audil committee is an independent advisory body 
which must— 

(a) Advise the municipal council, the political office-bearers, the accounting officer and the managemen! 
staff of the municipality, or the board of directors, the accounting officer and the management staff of the 
municipal entity, on matters relating to— 

(<) Internal financial control and internal audits; 

(ii) Risk management; 

(iii) Accounting policies; 

(iv) The adequacy, reliability and accuracy of financial reporting and information: 

(v) Performance management; 

(vi) Effective governance; 

(vii) Compliance with this Act, the annual Division of Revenue Act and any other applicable 
legislation; 

(viii) Performance evaluation; and 

(ix) Any other issues referred to it by the municipality or municipal entity. 
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2.7 SUPPLY CHAIN MANAGEMENT 


All officials and other rote players in the supply chain management system of the Newcastle 
Municipality must implement the SCM Policy in a way that gives effect to - Section 21 7 of 
the Constitution; and Part 1 of Chapter 11 and other applicable provisions of the Act; is fair, 
equitable, transparent, competitive and cost effective; complies with - the Regulations; and 
any minimum norms and standards that may be prescribed in terms of section 168 of the 
Act; is consistent with other applicable legislation; does not undermine the objective for 
uniformity in supply chain management systems between organs of state in all spheres: and 
is consistent with national economic policy concerning the promotion of investments and 
doing business with the public sector. 

The SCM Policy applies when the Newcastle Municipality procures goods or services; 
disposes goods no longer needed; selects contractors to provide assistance in the provision 
of municipal services otherwise than in circumstances where Chapter 8 of the Municipal 
Systems Act applies; or selects external mechanisms referred to in section 80 (1) (b) of the 
Municipal Systems Act for the provision of municipal services in circumstances contemplated 
in section 83 of that Act. 

The SCM Policy, except where provided otherwise, does not apply in respect of the 
procurement of goods and services contemplated in section 110(2) of the Act. including - 
water from the Department of Water Affairs or a public entity, another municipality or a 
municipal entity; and electricity from Eskom or another public entity, another municipality or a 
municipal entity. 

Amendment of the supply chain management policy 

The accounting officer must - at least annually review the implementation of the SCM Policy; 
and when the accounting officer considers it necessary, submit proposals for the 
amendment of the SCM Policy to the Newcastle Municipal Council. 

If the accounting officer submits proposed amendments to the Newcastle Municipal Council 
that differs from the model policy issued by the National Treasury, the accounting officer 
must ensure thal such proposed amendments comply with the Regulations; and report any 
deviation from the model policy to the National Treasury and the KwaZulu-Natal Provincial 
Treasury. 


Delegation of supply chain management powers and duties 

The Newcastle Municipal Council hereby delegates all powers and duties to the accounting 
officer which are necessary to enable the accounting officer - to discharge the supply chain 
management responsibilities conferred on accounting officers in terms of - Chapter 8 or 10 
of the Act; and this Policy; to maximize administrative and operational efficiency in the 
implementation of this Policy; to enforce reasonable cost-effective measures for the 
prevention of fraud, corruption, favoritism and unfair and irregular practices in the 
implementation of this Policy; and to comply with his or her responsibilities in terms of 
section 115 and other applicable provisions of the Act. 

Sections 79 and 106 of the Act apply to the sub-delegation of powers and duties delegated 
to an accounting officer in terms of subparagraph. The accounting officer may not sub¬ 
delegate any supply chain management powers or duties to a person who is not an official of 





the Newcastle Municipality or to a committee which is not exclusively composed of officials 
of the Newcastle Municipality; 

Sub-delegations 

The accounting officer may in terms of section 79 or 106 of the Act sub-delegate any supply 
chain management powers and duties, including those delegated to the accounting officer in 
terms of this SCM Policy, but any such sub-delegation must be consistent with 
subparagraph (2) of this paragraph and paragraph 9 of this SCM Policy. The power to make 
a final award: above R2 million (VAT included) may not be sub-delegated by the accounting 
officer; above R2Q0 000 (VAT included), but not exceeding R2 million (VAT included), may 
be sub-delegated but only to a bid adjudication committee of which the chief financial officer 
and senior management are members. 

The bid adjudication committee must within five (5) days of the end of each month submit to 
the Accounting Officer a written report containing particulars of each final award made by 
The bid adjudication committee during that month, including: the amount of the award; the 
name of the person to whom the award was made; and the reason why the award was made 
to that person. 

Responsibilities 

Role of the Municipal Manager Ensures strict adherence to the guidelines provided in the 
SCM Policy. Implementation of the SCM Policy and submission of quarterly reports. Annual 
review of targets and the SCM Policy Approves the inclusion of a service provider in the 
Municipality supply chain management system after rehabilitation of the service provider 
according to statutory requirements. Appoints the members of the bid committees 


Role of Directors 

Each director shall be responsible and accountable for: exercising the powers, performing 
the functions and discharging the duties conferred or assigned to him in terms of this SCM 
Policy; implementing the SCM Policy and any procedural and other prescripts issued in 
terms of the SCM policy within his area of responsibility; ensuring compliance with the SCM 
Policy and any procedural and other prescripts issued in terms of the SCM policy within his 
area of responsibility; developing, or causing to be developed, draft specifications for the 
procurements by his directorate exceeding an amount of R 500 (VAT inclusive); properly 
planning for and. as far as possible, accurately estimating the costs of the provision of 
services, works or goods for which offers are to be solicited; selecting the appropriate 
preference point goals to be utilised in the evaluation of offers; achieving any objectives and 
targets set with regard to procurements and disposals 


The rote of the Chief Financial Officer 

Is the custodian of the SCM Policy and report on progress regarding its implementation. 
Has overall management of the quotation and competitive bidding process from solicitation 
to processing of invoice payment. Promotes corporate approach by encouraging 
standardization of items purchased within the Municipality to realize economies of scale. 
Ensures that procurements and disposals are effected through practices that demonstrate 
compliance to all relevant legislation. Is responsible for managing procurements and 
disposals to ensure that the supply chain management system of the Municipality is adhered 
to Ensures that the procurements and disposal process followed adheres to preference 
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targets without compromising price, quality, service delivery and developmental objectives. 
Is responsible for ensuring that all employees involved in the supply chain management 
process receive the necessary training to support implementation of the SCM Policy. Is 
responsible for establishing the amount to be paid by prospective service providers as a 
non-refundable deposit for enquiry documents issued by the Municipality. Is responsible for 
the verification of the applications of service providers for possible inclusion in the Suppliers’ 
Database. 

Shall submit regular reports to the Accounting Officer, who will in turn submit to the Finance 
Portfolio Committee; regarding progress and any matters of importance relating to the SCM 
Policy. 


The role of Advisors 

The Municipal Manager may procure the services of advisors to assist in the execution of the 
supply chain management function. These advisors must be obtained through a competitive 
bidding process. No advisor may however form part of the final decision-making process 
regarding the awarding of bids, as this will counter the principle of vesting accounlability with 
the Municipal Manager. The Municipal Manager may not delegate decision-making authority 
to a person other than an official. 


Oversight role of council 

The Newcastle Municipal Council reserves its right to maintain oversight over the 
implementation of this SCM Policy. For the purposes of such oversight the accounting officer 
must; within 30 days of the end of each financial year, submit a report on the 
implementation of this SCM Policy and the supply chain management policy of any 
municipal entity under sole or shared control of the municipality, to the council of the 
municipality; and whenever there are serious and material problems in the implementation of 
this SCM Policy, immediately submit a report to the Newcastle Municipal Council. The 
accounting officer must, within 10 days of the end of each quarter, submit a report on the 
implementation of Ihe supply chain management policy to the Mayor of the Newcastle 
Municipality. The reports must be made public in accordance with section 21 A of the 
Municipal Systems Act. 
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IMPLEMENTATION CHECKLIST 

Supply Chain Management 

Municipality or Entity Details 

Answers 

Name of Municipality (select from drop down list) 

KZ252 Newcastle 

| In the case cT a Municipal Entity please type the name here: 


Contact Person (name): 

S. S. Dfamint 


Email address: 

sthe m biso-dlam in i (5>newcas lie. aov.za 


Phone: 

□34 328 7701 

Name of the Head of the SCM Unit (if different to above): 






Question 

Answer 

1 

Has the Council/Board of Directors adopted a SCM policy in 
terms of SCM regulation 37 

Yes 

2 

How many staff are employed by the SCM Unil? (show full 
lime staff equivalent, a person shared with another function 
or working part-time on SCM is shown as a fraction) 

35 


2.1 

How many positions are unfilled, i@ waiting for an 
appointment? (full time equivalent) 

20 


2,2 

Has a job description been developed for each 
position within the SCM Unit? 

Yes 

3 

Has a detailed implementation plan for SCM been 
developed? 

Yes 


3,1 

If 'YES", is progress regularly measured against the 
implementation plan? 

Yes 

4 

Is a report on the implementation of Uhe SCM Policy provided 
to the mayor (or the board of directors for an entity) within 10 
day$ of the end of each quarter freg 6(3)) 

Yes 

5 

SCM Processes: 



5,1 

fs the necessary needs assessment undertaken 
bef-ore each acquisition? 

Yes 


5,2 

Are preferential policy objectives identified to be met 
through each contract? 

Yes 


5.3 

Is the performance of vendors regularly monitored? 

Yes 


5.4 

Are SCM processes independently monitored to 
ensure the SCM policy is followed and desired 
objectives achieved? 

Yes 

6 

Are the threshold values contained in the SCM Policy aligned 
with the values stipulated in regulation 12? 

Yes 


6,1 

If *NO" are lhe values contained in the SCM Policy 
higher than that stipulated in regulation 12? 

No 

7 

Do municipal bid documents comply with MFMA Circular No 
25? 

Yes 

8 

Do municipal bid documents include evaluation criteria for 
use by the bid evaluation and adjudication committees? 

Yes 

9 

Regulation 46 requires the SCM Policy to eslahfish a code of 
conduct. 



9,1 

1$ the Code of Conduct issued by NT in MFMA 

Circular No 22 utilised? 

Yes 
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9.2 

Are measures in ptace to ensure oil SCM 
practicioners are aware of the SCM code of conduct? 

Yes 

10 

Are all deleg atiorra in forms of SCM roles and responsibilities 
in writing {other than delegations contained in the SCM 

Policy)? 

Yes 

11 

Prior to making an award above R30 000 the municipality or 
municipal entity must check with SARS whether that persons 
tax matters are in order (reg 43 and MFMA Circular No 29) a 

1$ this being complied with? 

Yes 

12 

Pioaso confirm if records &re kept of the following: 



12.1 

Fatly cash purchases? 

Yes 


12,2 

Written or verbal quotations received and awards 
made? 

Yes 


12,3 

Tenders and ell other bids received and awards 
made? 

Yes 

13 

Are a 
least 

18(a) 

1 invitations for bids above R3G 000 advertised for al 

7 days on the website and official notice board? {reg 

Yes 


13,1 

In addition, are all invitations for competative bids 
publically advertised in newspapers commonly 
circulating locally? {reg 22(1 )} 

Yes 

14 

is the "list of accredited prospective providers" required by 
regulation 14 updated at least quarterly? 

No 

15 

Is there a database established to record redundant and 
obsolete store items? 

Yes 

16 

Are debriefing sessions held with unsuccessful bidders? 

No 

17 

Training SCM pmtitioners 



17.1 

Has a training strategy for SCM petitioners been 
developed? 

Yes 


17.2 

What fs the 2006/07 budget for the training of SCM 
practitioners? 



17 r 3 

Has the municipality or entity used an outsourced 
training provider for SCM, other than SAMDI? 

No 


17,4 

If "yes" to 17.3 please list below the names of training 
providers) used to dale (expand this box if 
necessary) 




* 



17,5 

indicate the number of officials who have attended the 
SCM training conducted by SAMDI? 



17,6 

Indicate the number of officials who have attended 

SCM (raining conducted by training providers other 
lhan SAMDI? 


IS 

Has as SCM procedure manual been developed to assist 
officials implement the SCM policy, consistent with the 

MFMA. regulations, circulars and the Accounting Officers 
Guidelines? 

Yes 

19 

Bid Committee membership; 



19,1 

Does the Sid Specification Committee membership 
comply with regulation 27? 

Yes 


19.2 

Does the Bid Evaluation Committee membership 
comply with regulation 28? 

Yes 
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19,3 

Does the Bid Adjudication Committee membership 
comply with regulation 29? 

Yes 


19,4 

Has regulation 29f4) H which stipulates that a member 

Of a bid evaluation committee Or an advisor may not 
be a member of a bid adjudication committee, been 
breached? 

No 

20 

Procurement of iT re fated goods and services - 



20,1 

Are you aware that SlTA can assist with the 
procurement of IT related goods and services 
(regulation 31) 

Yes 


20,2 

Have you utilised this facility before? 

No 

21 

Does Ihe SCM Policy provide for an effective system of risk 
management for the identification, consideration and 
avoidance of potential risks in the SCM system? (reg 41(1)) 

Yes 


2,8 BY-LAWS INTRODUCED IN THE 2018/19 FINANCIAL YEAR 

REVISED 

PUBLIC 

PARTICIAPTIO 

NCONDUCTED 
PRIOR TO 
ADOPTION OF 

BY-LAW 

(YES/NO) 

DATE OF 
PUBLICATION 

BY-LAW GAZETTED 
(YESJNO) 

Tariff Policy 

Yes 

June 2019 

Yes 

Valuation and Rates Policy 

Yes 

June 2019 

Yes 

Debt collection and Credit 
Control Policy 

Yes 

June 2019 

Yes 

Tariff Policy 

Yes 

June 2019 

Yes 

Valuation and Rates Policy 

Yes 

June 2019 

Yes 

Debt collection and Credit 
Control Policy 

Yes 

June 2019 

Yes 


j 2.8 WEBSITES 


In lerms of the Local Government Municipal Finance Management Act 56 of 2000, Section 
75 (1), The accounting officer of a municipality must place on the website referred to in 
section 21A of The Local Government Municipal Systems Act 32 of 2003 the following 
documents of the municipality: 
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(a) The annual and adjustments budgets and all budget-related documents; 

(b) All budget-related policies; 

(c} The annual report; 

(d) Alt performance agreements required in terms of section 57(1 )(b) of the Municipal 
Systems Act; 

(e) All service delivery agreements; 

(f) All long-term borrowing contracts; 

(g) All supply chain management contracts above a prescribed value; 

(h) An information statement containing a list of assets over a prescribed value that have 
been disposed of in terms of section 14(2) or (4) during the previous quarter; 

(i) Contracts to which subsection (1) of section 33 apply, subject to subsection (3) of that 
section; 

(j) public-private partnership agreements referred to in section 120; 

(k) All quarterly reports tabled in the council in terms of section 52(d), and 

(l) Any other documents that must be placed on the website in terms of this Act or any other 
applicable legislation, or as may be prescribed. 

(2) A document referred to in subsection (1) must be placed on the website not later than 
five days after its tabling in the council or on the date on which it must be made public, 
whichever occurs first. 


Documents published on Newcastle Municipality 
and Uthukela Water's Website 

Yes/No 

Current annual adjustments budgets and all budget- 
related documents 

Yes 

All current budget related policies 

Yes 

The Previous annual report 2017/18 

Yes 

The annual report 2018/19 to be published 

Yes 

All current performance agreements required in 
terms of section 57 (1) (b) of the Municipal Systems 
Act (2018/19) and resulting scorecards 

Yes 

All service delivery agreements(2018/l9) 

Yes 

All quarterly reports tabled in the council in terms of 
section 52 (d) during (2018/19) 

Yes 
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2.9 PUBLIC SATISFACTION ON MUNICIPAL SERVICES 


Newcastle Municipality did not conduct a community survey for the 201 S'19 financial year. 
However through the customer care call centre the municipality endeavoured lo ensure that 
all queries and complaints were addressed for water, sanitation, electricity, waste 
management, grass cutting and billing. The municipality plans to fill the position of the 
Communications Manager in the 2019 r 20 financial year and the official will be responsible to 
develop a Communications Strategy and regular customer care surveys. 


| 2.10 SECTOR PLANS 


Ref 

Activity/ Item 

Comments 



Description 






*LM 

2018/19 


1 . 

Disaster 

Management Plan/ 
Contingency Plan 

l/ 

Completed 

Districl Municipality is implementing 
through shared Services bul Newcastle 
has recently developed its own Disaster 
Management Plan. 

2. 

HIV/AIDS Action 

Plan 


Completed 

Special Programs implemented though 
the Operation Sukuma Sakhe Provincial 
Program 

3. 

Institutional Plan 


Completed 

Completed and approved by Council 

4. 

Performance 

Management 

System (PMS} 


Completed 

PMS review completed and approved by 
Council in line with the IDP. Budget and 
the SDF It's being implemented with 
Section 57, and rollout is welt underway 

5 

Skills Development 
Plan 

V" 

Completed 

Approved and adopted by 

EXCO/Council with implements lion is 
well underway 

6. 

Financial 

Management Plan 

V 

Completed 

Futly-fledged Financial Plan in-place and 
approved by Council together with the 
Budget 

7, 

Capital Investment 
Programme/ 

Framework (C!P> 


Completed 

Three Year Capital Program 
incorporated into the IDP but the 
Municipality on the process of 
developing a five year capital investment 
program once all sector plans are in 


NEWCASTLE MUNICIPALITY 


DRAFT ANNUAL REPORT 2018/19 


50 











































place. 

8. 

Environ menial 

Management 

Framework 

y 

Completed 

Final document completed, approved 
and adopted by EXCQ/Coundl 

9. 

Local Economic 
Development (LED} 

y 

Completed 

Completed in November 2012 and is 
currently being implemented 

io 

Poverty 

Relief/Alleviation 
Programme 

y 

Completed 

Approved and adopted by Council. 
Implementation underway. 

ii. 

Revenue 

1 Enhancement 
Strategy 

y 

Completed 

Review underway, very critical for NLM 

12. 

Housing Sector Plan 

y 

Completed 

Final Housing Sector Plan complete. 
Currently being implemented. 

13. 

Water Services 
Development Plan 
(WSDP) 

y 

Completed 

WSDP completed but still due for a 
review in order to reflect the latest 
trends regarding the current 
predicament of low rainfall and water 
shortages. 

15. 

Waste Management 
Plan 

y 

Completed 

Completed, approved and adopted by 
Council. Implementation thereof is well 
underway. 

16. 

Roads and Storm 
water Master Plan 

/ 

Completed 

The Road and Storm-water plan is done 
in line wiih GRAP. 

17. 

Integrated Traffic 

and Transportation 

PI an 

y 

Completed 

Developed and finalized Awai11ng 
endorsement by the P$C so as to seek 
approval and adoption by 

EXCO/Council. 

18. 

Electrification Plan 

y 

Underway 

Available with the DC. Bui Newcastle to 
develop its own in 2014/2015 financial 
year 

19. 

T ourism Strategy 

y 

Completed 

Approved and adopted by Council. 
Implementation underway. 
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20 

Town Planning 
Scheme 


Underway 

Wall-to-wall finalized. Awaiting 
endorsement by the PSC so as to seek 
approval and adoption by 

EXCO/Council. 

21. 

Spatial 

Development 

Framework 


Completed 

Reviewed SDF approved and adopted 
[ by Council together with the Final IDP 
(2016/17). 

22. 

Gender 

Employment Equity 
Plan 


Completed 

Approved and adopted by 

EXCO/Council with implementation 
underway. 

23. 

Communication 

Strategy 

s 

Underway 

Currently being developed. 

24 

IT 

Communications 

Policy 


Completed 

Approved and adopted by 

EXCO/Council and implementation 
underway. 

25 

IT Policy 


Completed 

Approved and adopted by 

EXCO/Council and implementation 
underway. 

26. 

Asset Management 
Policy 


Completed 

Approved and adopted by 

EXCO/Council. Currently undergoing 
review in line with the changing 
circumstances 

26. 

Fraud and 

Corruption 

Prevention Strategy 


Completed 

Approved and adopted by 

EXCO/Council Implementation 
underway, very critical for the NLM. 

27. 

Cemetery Plan 

l/ 

Underway 

Investigation on identification of suitable 
sites underway. 

20 

Ward Committee 
Policy 


Completed 

Implementation well underway. 

29. 

Business Retention 
and Expansion 
Strategy 

y 

Completed 

Currently being developed 

30. 

Tariff Policy 


Completed 

Implemented 
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31 

Borrowing Policy 

i/ 

Completed 

Implemented 

32 

Animals and birds 
Policy 


Completed 

Implemented 

33 

1 Cash Management 
and investment 

■s 

Completed 

Implemented 


CHAPTER 3 SERVICE DELIVERY PERFORMANCE 


introduction 

Newcastle Municipality has set targets towards improving access to basic service delivery, 
financial viability, public participation, and development planning and human settlements, 
community services (fire, health, and disaster management). The performance of the 
municipality towards achieving its goals was monitored through the Service Delivery Budget 
Implementation Plan (SDBIP) for the 2018*19 financial year, The SDBIP was aligned to the 
approved 201819 budget and IDP, The SDBIP had Key Performance Indicators (KPI’s) that 
were aligned to the objectives and strategies as set out in the approved IDP, The targets for 
each KP! was aligned to the approved budget Therefore all targets set out by the 
municipality were specific, measurable, attainable, realistic and time-bond. Despite the 
financial strain that the municipality faced officials worked towards achieving all targets and 
provided reasons for variance and corrective action plans for targets that were not achieved 
for the 2018’19 financial year. 

COMPONENT A: BASIC SERVICES 

| 3.1 WATER PROVISION 

Newcastle Municipality is a Water Service Authority (WSA) with a population of 389 117 
people residing in 90 347 households (census community survey 2016). The area of service 
is made up of town, suburbs (mainly in the Western side) and townships, rural areas 
(Eastern side) and the farm areas. There are 34 ward of which ward 2, 3. 4, 5 & 34 covers 
the city & suburban areas. 

The main sources of surface water making the Ngagane Water Supply Scheme_are: 

■ Ntshingwayo Dam (80 Ml/d ay) 

■ Buffalo River (20 Ml/day) 

■ Ngagane River (30 Ml/day) 

Underground water is abstracted through boreholes 

Distribution of water from the water scheme is through pipe network & water tankers 
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Distribution from underground sources are through: 

■ Pumps to static tank to stand pipe 

■ Hand-pumps 

MAJOR WATER SOURCES 

Pumps to package plant to tanks to network (combined yard connection, stand pipes level of 
service )-Ch ariestown 

Raw Water for Ngagane Scheme is abstracted from: 

■ Ntshingwayo Dam (80 Ml/day) 

■ Buffalo River (20 Mf/day) 

p Ngagane River (20 Ml/day} 

Underground supply comprises 121 boreholes of which only 3 is functional 


SERVICE LEVELS 

The service level standards for Newcastle are outlined in the Customer service charter and 
cover all the areas within the WSA. The access to free basic water policy is in place and the 
poor/indigenl are entitled to 6k 1/month free basic water. A VIP toilet is provided as basic 
sanitation to rural communities, 

A metered yard connection is provided for all consumers and it is a requirement that all 
consumers are linked to the billing system. However due to uncontrolled development and 
other uncoordinated housing developments some consumers are not linked to the system 
and this results in high unaccounted for water. 

BALANCE BETWEEN SUPPLY AND DEMAND 

The plant output is about 120M/day and is supplied to Newcastle by uThukela water. The 
demand for the Newcastle is 98 to 110 Ml/day. 

In the table below, a 2018/2019 water balance is presented with explanations to the aspects 
forming the water balance in order to deal with critical aspects for the reduction of non- 
revenue water losses. 
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WATER QUALITY 

Newcastle Municipality as a Water Service Authority are compelled by law to comply with the 
prescribed national standards relating to ensuring that the quality of drinking water is of good 
standard. The South African National Standards (SANS) 241 is a drinking water specification 
that stales the minimum requirements for potable water to be considered safe for human 
consumption. UThukefa Water (Pty) Ltd presently have a Service Level Agreement (SLA) in 
place with Newcastle Municipality and as part of the agreement, they are responsible for our 
drinking water quality compliance. The samples are collected and submitted weekly to 
uThukela Water (Pty) Ltd laboratory for analysis and are uploaded monthly to the 
Department of Water and Sanitations' Integrated Regulatory Information System (IRIS) The 
required drinking water compliance calculations are derived from SANS 241: 2015 and the 
following Indicators are considered 

J Acute Health Microbiological 

v' Acute Health Chemical 

S Chronic Health Chemical 

✓ Operational 

J Aesthetic Chemical 
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Compliance is then calculated using the following formula: 
D A x 100 
A = 


Da total 
Where 

Da is the total number of results complying with the numerical limits per determinants. 

Da mat is the total number of analyses conducted per determinants. 

Table A and Table B given below are abstracts from the Department of Water and 
Sanitations' Integrated Regulatory Information System (IRIS) and they indicate the overall 
compliance of Newcastle Municipality for all 5 indicators for the 2018/2019 financial Year. 
The Water Quality Results for each month which are used to derive the annual compliance 
have been attached as Annexure A (2018) and Annexure B (2019). 

Table A: SANS 241:2015 Compliance Year 2018 

KwsjuAi-l'teui > i Sulk ■ uThjfcela Water > SAKS 241:2015 > 2016 

LEGEND | Bad <95% Q Poor 95-97.0% | Good 97.0-99% □ EitcelSenT 



uThukeia Water 



Acute Health 

Acute Health 

Chilli 

Chronic Health 

Aesthetic 

Ch€"1fC*! - (’km 

Hearth 

Operational 

Co-'Pj 


CpCtthj r L J J5 

Cs m t w 

Cwdtj m vzp 


Hewcatfe [Ngagane HV] - uTW 

99-9H § vij.. >m% f 


(WSPJ 

Table B: SANS 241:2015 Compliance Year 2019 


t4/A 


>99 9% 


Sift >999% f 96.5% 
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Annexe re A: SANS 241:2015 Monthly Compliance Year 2018 


Period Category Samples Compliance 


Jan 

Acute Health Chemical Compliance 

20 

100,00% 


Acute Health M ter obi log teal Compliance 

30 

100.00% 


Aesthetic Compliance 

110 

100.00% 


Chronic Health Chemical Compliance 

60 

100.00% 


Operational Compliance 

145 

98.62% 

Feb 

Acute Health Chemical Compliance 

16 

100.00% 


Acute Health Microbilogical Compliance 

24 

100.00% 


Aesthetic Compliance 

8? 

100.00% 


Chronic Health Chemical Compliance 

47 

100.00% 


Operational Compliance 

114 

100.00% 
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1 Mar 

Acute Health Chemical Compliance 

16 

100.00% 


Acute Health Microbilogical Compliance 

24 

100.00% 


Aesthetic Compliance 

86 

100.00% 


Chronic Health Chemical Compliance 

46 

100.00% 


Operational Compliance 

116 

100.00% 

Apr 

Acute Health Chemical Compliance 

20 

100.00% 


Acute Health Microbilogical Compliance 

36 

100.00% 


Aesthetic Compliance 

110 

100,00% 


Chronic Health Chemical Compliance 

60 

100,00% 


Operational Compliance 

145 

100.00% 

May 

Acute Health Chemical Compliance 

16 

100.00% 


Acute Health Microbiological 

Compliance 

22 

100.00% 


Aesthetic Compliance 

81 

100.00% 


Chronic Health Chemical Compliance 

45 

100.00% 


Operational Compliance 

106 

99.06% 

Jun 

Acute Health Chemical Compliance 

16 

100.00% 
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Jul 


Aug 


Sep 


Acute Health Microbiological 24 
Compliance 


Aesthetic Compliance 


Operational Compliance 


Aesthetic Compliance 


Operational Compliance 


Aesthetic Compliance 


Operational Compliance 


Acute Health Microbiological 21 


100 . 00 % 


88 100 . 00 % 


Chronic Health Chemical Compliance 48 100.00% 


118 100.00% 


Acute Health Chemical Compliance 20 100.00% 

Acute Health Microbiological 30 100.00% 

Compliance 


100 100.00% 


Chronic Health Chemical Compliance 59 100.00% 


145 100.00% 


Acute Health Chemical Compliance 16 100.00% 

Acute Health Microbiological 24 100.00% 

Compliance 


87 100.00% 


Chronic Health Chemical Compliance 47 100.00% 


114 100.00% 


Acute Health Chemical Compliance 16 100.00% 


100 . 00 % 
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Oct 


Nov 


Dec 


Compliance 


Aesthetic Compliance 76 

Chronic Health Chemical Compliance 42 

Operational Compliance 100 

Acute Health Chemical Compliance 20 

Acute Health Microbiological 28 

Compliance 

Aesthetic Compliance 101 

Chronic Health Chemical Compliance 55 

Operational Compliance 131 

Acute Health Chemical Compliance 26 

Acute Health Microbiological 27 

Compliance 

Aesthetic Compliance 161 

Chronic Health Chemical Compliance 90 

Operational Compliance 114 

Acute Health Chemical Compliance 12 

Acute Health Microbiological 16 

Compliance 


100 . 00 % 

160.00% 

99.06% 

106.00% 

100.06% 

100.06% 

100 . 00 % 

100 . 00 % 

100 . 00 % 

106.00% 

100.06% 

106,00% 

100 . 00 % 

100.60% 

100 . 00 % 
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SANS 241:2015 Monthly Compliance Year 2019 

Pertod Category Samples Compliance 

Jan Acute Health Chemical 20 100.00% 

Compliance 

Acute Health Microbiological 28 100.00% 

Compliance 

Aesthetic Compliance 104 100.00% 

Chronic Health Chemical 56 100.00% 

Compliance 

Operational Compliance 131 97.71% 

Feb Acute Health Chemical 16 100.00% 

Compliance 

Acute Health Microbiological 21 100.00% 

Compliance 

Aesthetic Compliance 83 100,00% 
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Chronic Health Chemical 44 
Compliance 


Operational Compliance 103 


Mar Acute Health Chemical 36 

Compliance 


Acute Health Microbiological 22 
Compliance 


Aesthetic Compliance 99 


Chronic Health Chemical 63 
Compliance 


Operational Complia nee 110 


Apr Acute Health Chemical S? 

Compliance 


Acute Health Microbiological 29 
Compliance 


Aesthetic Compliance 137 


Chronic Health Chemical 96 
Compliance 


Operational Compliance 149 

May Acute Health Chemical 16 

Compliance 

Acute Health Microbiological 24 
Compliance 


100 , 00 % 

97.09% 

100 . 00 % 

100 . 00 % 

100 . 00 % 

100 . 00 % 

100 . 00 % 

100 . 00 % 

100 . 00 % 

100 . 00 % 

100 . 00 % 

95.97% 

100 . 00 % 

100 . 00 % 


NEWCASTLE MUNICIPALITY 


DRAFT ANNUAL REPORT 2018/19 


62 














Aesthetic Compliance 


92 

Chronic Health Chemical 48 
Compliance 


Operational Compliance 117 


Jun Acute Health Chemical 36 

Compliance 


Acute Health Microbiological 24 
Compliance 


Aesthetic Compliance 107 


Chronic Health Chemical 68 
Compliance 


Operational Compliance 121 


Jul Acute Health Chemical 40 

Compliance 


Acute Health Microbiological 30 
Compliance 


Aesthetic Compliance 130 


Chronic Health Chemical 80 
Compliance 


Operational Compliance 150 


(AHM% + AHC%+CHC%+AC%*Q %) 


100 , 00 % 

100 . 00 % 

96.58% 

100 . 00 % 

100 . 00 % 

100 . 00 % 

100 . 00 % 

94.21% 

100 . 00 % 

100 . 00 % 

100 . 00 % 

100 . 00 % 

99.33% 
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Annual Compliance = Number of Indicators *100 
Where 

AHM% is the compliance percentage for Acute Health Micro biological 
AHC% is the compliance percentage for Acute Health Chemical. 
CHC% is the compliance percentage for Chronic Health Chemical. 
AC% is the compliance percentage for Aesthetic Chemical. 

0% is the compliance percentage for Operational. 

Therefore, the annual compliance is as follows; 

Compliance 2018 = (99.9% + 99.9% +99.9%+ 99.9%+98 5%) 

{5*100) 

= (498.1/500)* 100 
= 99.62% 


Compliance 2019 = (99.9% + 99.9% +99.9%+ 99 9%+93 3) 

(5*100) 

= (492.9/500)* 100 
= 98,58% 

Average 18/19 financial year = (99.62+98.58)/ (2*100) 

= (198.2/200}*100 
= 99.10% 

So far, the water being supplied by Newcastle Municipality through uThukela Water (Ply) Ltd 
is on average of 99.10% compliant with SANS 241:2015 and is acceptable for human 
consumption. 
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MADADENI WASTEWATER TREATMENT WORKS EXTENSIONS 

The general performance of Ihe Ma da deni Wastewater Treatment Works Upgrade and 
Extensions Project as at 30 June 2018. The report will look at the progress so far, 
challenges experienced and outline the interventions required in resolving some of the 
challenges. 

PURPOSE 

The primary objective of this project is to upgrade the Madadeni Wastewater Treatment from 
a 12 Mega lilre/Day to a 25 Mega litre/Day capacity with certain elements being upgraded to 
provide a future capacity of 60 Mega litres/Day. This is a very critical necessity for the 
Newcastle Municipality in order to approve any future development in the Madadeni area as 
the existing load of Madadeni Wastewater Treatment Works is in excess of its capacity 
thereby requiring this upgrade of the works in order to facilitate future developments, 

The project's scope of work include: 

Construction of the new inlet works and related infrastructure. 

Construction of the new fine bubble aeration reactor and building for air blowers and power 
supply back-up generator. 

Construction of the interconnecting channels. 

Construction of additional buildings and renovations to existing buildings. 

Construction of the new sedimentation tank and chlorine contact tank, 

PROGRESS 

This is a multi-year project that resumed in February 2017 and is expected to be concluded 
in 2021. The overall project progress is at 71%. 

The following work is complete: 

* New Power Supply and Blower Building, • New Aerobic Reactor Structure, * New Intel 
Works and Building. * New Vortex De-Grittier and Pump Station. * New Channel from Inlet 
Works to New Aerobic Reactor, * Roads and Storm Water Infrastructure, • Two New Sludge 
Thickeners, * Refurbishment of Existing Operator Building, 

The following work is planned to be completed in January 2021: 

Converting the existing aerobic reactor into an anaerobic and anoxic reactor 

Connecting new infrastructure into existing infrastructure 

Electrical and Mechanical Installations 

Energy Efficient Turbo Blowers and Fine Bubble Aeration System 

PROJECT CHALLENGESfDELAYS 
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The main challenge relating to this contract is the delay in the approval of the additional 
funding application (AFAJ required for the remaining scope of work which is mechanical and 
electrical in nature. 

Some of the components of the civil contract cannot be concluded before the mechanical 
contract commences. 

The business plan for the mechanical and electrical contract has already been submitted to 
the Department of Water and Sanitation for consideration and approval, 

INTERVENTIONS 

• Finalization and approval of the Additional Funding Application {AFA) is very critical 
for the uninterrupted progress of this project. 

• Engagements with Department of Water and Sanitation are now at an advanced level 
to address this matter. 

This project is currently progressing well and achieving the set targets. 

PHOTOS 





LENNOXTON AC PIPE REPLACEMENT PHASE 1 

The objectives of the project is to replace atl the Ac pipes within Lennoxton due to high burst 
frequency areas However the project started with areas with high burst frequency of which 
we are currently replacing 900 properties. 

The project involves the following: 
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1. Trench excavation. 

2. Laying of pipelines 

3. Valve chambers. 

4. Fire Hydrants. 

5. Reinstatement of Driveways. 

6. Reinstatement of Road Crossings. 

7. House Connections. 

BACKGROUND 

Pawacons Pty Ltd were appointed by the Newcastle Local Municipality to conduct the 
detailed design for the ac pipe Replacement project in selected areas. The water scheme is 
to be implemented by the Newcastle Local Municipality and funded through MIG. The scope 
of appointment included for the detailed design, documentation, tender preparation and 
construction supervision. 

REPORT 

Currently the contractor is doing reinstatement of driveways and installation of fire hydrants. 
CHALLENGES 

Delay in the payments of the interim payments certificates of the contractor which leads to 
the delays in the procurement of materials in the contractor side. 

CURRENT STATUS 

The project is complete 

Based on the challenges stated above the contractor was delayed to complete their scope of 
work on lime. 

PHOTOS 
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SOUL CITY WATER MAINS EXTENSIONS 


Works include all the necessary works for the extension of mains and upgrade of water 
reticulation., clearing of sidewalks and access ways, pipe trenching, pipe laying, installation 
of valves and hydrants and other fittings reinstating of roadways and access ways, horizontal 
drilling al road crossing and the protection of services. 

The project involves the following: 

Excavation of trenches and laying of Water reticulation pipelines (30km). 

1200 Household connections with meter installations. 

Installation of 133 Fire hydrants. 

Installation of pressure reducing valves (PRV) and PRV Chambers. 

CURRENT STATUS 
The project is completed 

CHALLENGES 

Project is delayed due non-paymenls from the municipality. 

Based on the challenges stated above the contractor was delayed to complete their scope of 
work on time. 

Photos 



SOUL CITY WATER MAINS EXTENSIONS 2 

The project works is for the extension of mains and upgrade of water reticulation., clearing of 
sidewalks and access ways, pipe trenching, pipe laying, installation of valves and hydrants 
and other fittings reinstating of roadways and access ways, horizontal drilling at road 
crossing and the protection of services, this is the second phase of the project 

The project involves the following: 

Excavation of trenches and laying of Water reticulation pipelines (10.9km). 
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650 Household connections with meter installations. 


Installation of 22 Fire hydrants, 

BACKGROUND 

The Newcastle Municipality appointed Pawacons Consulting Engineers for the designs and 
monitoring of this project and Bee and Tee Construction was appointed to carry out the 
construction. 

REPORT 

Currently the contractor is undergoing construction works on site, excavating and laying of 
pipes. 

CHALLENGES 

The project will be delayed due to the municipality not paying claims and due to social issues 
in the ward. 

CURRENT STATUS 

The project is sitting at 99% and the expenditure is at 36% 

Based on the challenges stated above that the contractor has been delayed and will be 
granted extension of time. 

Photos 



Project Name 
and Number: 

> Osizweni WCDM: DOMESTIC METERING AND TOILETS 
REFURBISHMENTS WtTH LEAKAGE AND STRUCTURAL 

PROBLEMS 

Township: Osizweni 

Ward: 7, 8. 9, 10, 30, and 32 

Background: 

The project focuses on Internal leakages within the stand. Toilet 
refurbishment wilh leakage and structural problem (outside toilets). 
Domestic metering (procure and replacement of stand water meter) as 
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per NM project scope. 

The completed work allows Newcastle Municipality to save about 60 
litres of water per day / per stand from a previously dripping lap. and 
also about 270 litres of water being recovered from outside leakage 
toilet per day / per stand. 


Description: 

The project involves the following: 

1. Leak Detection and Repairs 

2. Toilet Structure Assessment 

3. Domestic Metering 


Relevant 

Agencies: 

Funding Agency: Water Services Infrastructure Grant (WSIG). 

Implementing Agency: Newcastle Local Municipality 

Consulting Engineers: Zenawe Consulting Engineers 

Contractor: Zenawe Consulting Engineers 


Employment 1 
Beneficiaries 

Total number of persons employed: 53 workers were employed 



THREE YEAR CAPITAL PLAN FOR ADDRESSING INFRASTRUCTURE BACKLOGS IN 
TERMS OF THE MUNICIPAL INFRASTRUCTURE GRANT (MIG) FRAMEWORK 


Project Title (as per MIG 1 form) 

Total (2017/18} 

Total Projected 
2018/19 

Total 

Projected 

2019/20 

' MADADENi URBAN ACCESS 

ROADS PHASE 3 

3 034 501,00 

28 501 580,29 

26 500 

000,00 

OSIZWENI URBAN ACCESS 

ROADS PHASE 4 

2 920 583,00 

28 730 419,71 

16 000 
000,00 

PIPE REPLACEMENT AND 

UPGRADE PROJECT 

9 489 000,00 

8 500 000,00 

15 000 000,00 

MADADENI WWTP 

32 714 999,00 

15 000 000 
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25 000 000,00 

BLAAUWBOSCH BULK WATER 

PROJECT 

2 500 000.00 

9 000 000,00 

9 915 000,00 

NGAGANE BULK WATER SUPPLY 
PROJECT 

10 000 000.00 

4 000 000,00 

17 000 000,00 

EMERGENCY UPGRADE OF 

NGAGANE WATER PURIFICATION 
PLANT AND ASSOCIATED 

INFRASTRUCTURE 

15 000 000,00 

9 000 000,00 

- 

PROVISION OF BASIC 

SANITATION SERVICES AT 

JOHNSTON, BLAAUWBOSCH AND 
'CARVEN 

29 164 998.00 

3 000 000.00 

3 165 000,00 

PROVISION OF BASIC 

SANITATION SERVICES AT 

NORMANDIEN. INGOGO AND 
CHARLESTOWN 

- 

4 500 000,00 

- 


I 3.2 electricity provision 

A total of 835 households were connected to electricity in the 2018/19 financial year in the 
following areas: 

* Kwamallimi - 220 households 

* Bosworth - 184 households 

* Inkwelo - 78 households 

* Johnstone -116 

* Siyahlahla - 200 households 

* Normandien - 37 households 
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3-3 WASTE MANAGEMENT 


The waste management section is currently rendering an in house once a week curb side 
collection servicing all of our formalised areas including Newcastle Ma da deni, Osizweni. 
Killbarchan, Ingagane and Kwamathukuza and Charlestown. A plan to service the informal 
areas such as JCB was included in the IDP utilising Community Based contractors, this 
would also allow for much needed job creation However the major challenge is financial, 
due to the severe financial constraints of the Municipality it was not possible to expand the 
operations in this year. Free basic refuse removal service is rendered to all residents who 
are on the indigent register. 


R 1 500 000 was allocated for the purchase of a skip loading truck and an amount of R 500 
000 for the purchase of 6m3 skips. Both projects completed 



PURCHASED SKIPS 



PURCHASE OF A SKIP TRUCK 
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Landfill site & Recycling 

The existing Landfill site is fast nearing the end of its design life. Consultants appointed by 
DPHS submitting the El A application to the Department of Education Tourism and 
Environmental Affairs EDTEA on 28 June 2018, EDTEA rejected the EIA application, not 
the proposed site, for various reasons. Several meetings were held with EDTEA and the 
Consultants ENVITECH and GCS to decide the way forward, do we continue with the EIA 
application of the existing proposed site of do we start looking for another site. The challenge 
is if we continued with the application for the proposed site it will require additional specialist 
studies and an extension of scope of work with the consultants which come at a cost and 
then there is still no guarantee of acceptance However even if we start the process of 
identifying an alternative site now it could take several years before a new site could be 
operational. An item was served to Council in the 2019/20 year where it was decided to 
withdraw the EIA application and restart the process. 

In an effort to extend the life span of the existing waste disposal site an in-house the 
composting plant was revived when EXCO resolved the project be prioritised within the 
EPWP Spectrum. 

The German Federal Enterprise for International Cooperation (GI2) has been commissioned 
by the German Federal Ministry for the Environment, Nature Conservation and Nuclear 
Safety (BMU) to implement A Waste Management Flagship Programme: Diversion of 
Municipal Solid Waste away from Landfills in a further 6 Municipalities in South Africa", in 
partnership with the Department of Environmental Affairs (DEA), this follows a successful 
Phase (I) project. This project was initially started in the previous financial year 2017/2018 
and continued into the 2018/2019 financial year. 

Newcastle Municipality was selected as one of the six municipalities in phase 2 of the 
project. 

The aims of the programme are> 

• diverting waste away from landfills, and subsequently 

• reducing Greenhouse Gas emissions (climate change mitigation) within the 
framework of an integrated waste management system (IWMS) and a specific focus 
on diversion of the biodegradable "organic" fraction of municipal solid waste away 
from landfills. The project partner Is the National Department of Environmental Affairs 
(DEA), 

• aligning the Project opportunity with the local conditions and local governance, 

• sustainable job creation opportunities and, 

« sustainable development 

• Implementation of Ihe waste hierarchy 
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The project has moved through several phases, from the inception phase to the status quo 
phase, to the scenarios formulation and evaluation phase. After having given due 
consideration to various scenarios the following project was selected a “Centralised Greens 
Drop-Off and Chipping and Open Windrow Composting & decentralised Segregated Material 
Public Drop-off facilities" The project has now moved to a business and implementation 
planning phase and a business plan been developed. The business plan looks at costing of 
the projects and various funding options. The Flagship program will then support the 
Municipality to undertake a detailed feasibility study. 


During the latter part of the financial year steps were initiated to have the weight bridge 
calibrated in preparation for a tipping fee to be charged when the waste disposal site is 
utilised. This forms part of the revenue enhancement strategy. 

The waste disposal site accommodated approximately 80 informal recyclers who reclaim 
recyclable material from the site. These materials are then sold to a buy back centre. It is 
claimed the informal recyclers can earn up to R 5000 per month each. 

Street Cleaning 

Street Cleaning remains challenging with unfilled positions and some of the staff acting in 
the higher position of Hydraulic Operators which are crucial to refuse collection. Further 
challenges exist with the starting time of the street sweepers The afternoon shift starts at 
10:00 and works until 18:30, This poses a problem as the town is still busy at this stage and 
cannot not be cleaned effectively. However if they should start at 12:00 and work to 20:30 it 
would yield better results. Corporate Services were approached in this regard. 


Education and Awareness 

As a way to involve our communities in dealing with waste and littering, volunteering has 
been encouraged and supported by the waste section We have had groups of women 
partner with us to deal with unsightly spaces Madadeni Section l(Manonopalisi) derelict 
building had been turned into a mini dumpsite, but a group of 9 women volunteered to keep 
the area clean. Through our support and constant encouragement, they later formed and 
registered a NPO and adopted the spot which was later turned into a car wash. 



Another group of volunteers in Lister farm made good the opportunity of volunteerism by 
collecting recyclables including PET. They would clean up along the stream and around Ihe 
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few skips in the area. Their efforts were not in vain as we later introduced them to Mpilenhle 
to coflect the recyclables from them, hence earning a few rands to see their families through. 
The group has registered as a NPO and are doing all they can to grow Iheir finances. 



3,4 HOUSING 

* During the 2012/13 financial year, Newcastle Municipality was accredited as a Level 
2 municipality, 

* As a Level 2 Accredited municipality our responsibilities are guided by the 
"Implementation Protocol," an agreement entered between the Municipality and the 
KZN Human Settlements department over a period of 3 years In this regard the new 
protocol agreement on accreditation for the next 3 years (i.e. 2016/17 to 2018/19) 
has also been approved by Council and signed by all parties in February 201 7. 

* The municipality has 16 projects (with a total sum of units of 23 918) which are 
currently under implementation with a total value of approximately R 1,3 billion. 

* The involvement of Councilor's on housing development is done via quarterly 
meetings with ward councilors including: the Portfolio Committee and EXCG; the 
Monthly Development Committee Meetings that are held at project level: and 
Department presentations to Council on Progress of all Housing Projecls. 

* Newcastle's housing demand is still very high when compared to supply. The 
municipality has a: 

s Housing Backlog : approximately 67 000 units 

S Housing waiting list : 34 866 beneficiaries 

v" Therefore, a need for a study to determine stalisticalfy accurate 
information of municipal housing needs / backlogs has been identified 
as critical. The Directorate has finalised TOR for a service provider to 
undertake the study on behalf of the municipality. 

The following are steps that are currently taken by Newcastle Municipality to ensure good 
governance: 
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• A resolution which has been taken by council on the 1 October 2016 to SUPPORT 
ACCREDITATION AND SIGNING OF THE NEW PROTOCOL (refer to council 
resolution cm43i); 

• DELEGATIONS OF POWERS are in place as Approved by Council on the 31 
January 2013. 

• Strict compliance is ensured with Municipal SCM procedures on appointment of lA's: 

■ There is ACTIVE participation and OVERSIGHT played by our Portfolio councillor 
and councillors on housing matters; 

• Council has established a MUNICIPAL RAPID RESPONSE TEAM to address service 
delivery protests. The response team has assisted in projects where we have 
experienced social issues which result in stoppages of projects by members of the 
public. 

■ The Directorate of Human Settlements is located within the Department of 
Development Planning and Human Settlements and is adequately structured to 
performs its function; 

■ The Directorate’s work has been divided into 4 functional units to optimise the 
efficiency and delivery of Human Settlements within the municipality; 

« The 4 functional units comprise of: Real Estate; Rural Housing Development; Urban 
Housing Development and Housing Admin & Customer Care; 

• The municipality has the following capacity to handle project identification and 
evaluation; 

J 4 registered professional town planners 
^ Registered technical planners 
^ 1 professional valuer 

v i quantity surveyor (appointed as senior. Housing practitioner) 

^ 1 professional engineers within the municipal technical services department. 

• Project Enrolments: Newcastle Municipality is enrolled AS A DEVELOPER WITH 
NHBRC; 

* All projects at construction stage are enrolled with NHBRC -the following projects 
are enrolled with NHBRC. 

v' Siyahlala-la Housing Project * 

s Emawozeni Greenfield Project 

s Khathide Rural Housing - 

v Charlstown 
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✓ H39 


* Newcastle Municipality's own contribution to the OPERATIONAL BUDGET of the 
municipal housing/human settlements Directorate in 2017/18 financial amounts to. = 
R36 723 290.18 

■ The municipafity is also currently reviewing its Business Plan to be in line with the 
new Protocol Agreement. 

■ AG Report: there were no Human Settlements/ Housing related queries in the AG 
report, all issues were responded to adequately and timeous in the management 
report 


♦ Total Housing Units built against the SDBiP Annual Target 2018/19 


PROJECT NAME 

NUMBER OF UNITS COMPLETED 

Osizweni E Housing 
Project Phase ll 

63 

Siyahlahla 

57 

Khalhide rural housing 

13 

Total 

133 


• Replacement of storm damaged houses in Ma da deni 


Project 

Annual 

Target 

Progress 

Mad a deni Storm damaged 
Roof Project 

500 

Project 

Has just started 


SIYAHLALA-LA HOUSING PROJECT - 1205 units (Ward 25} 

* This is the first LOW INCOME HOUSING PROJECT built within 3km radius of 
Newcastle Central Business District. It is also a unique project in that it has 
Colored's; Indian’s, Whites and African Beneficiaries; a first of its kind in Newcastle, 
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* Newcastle Municipality has also commenced with the construction of Internal 
Services. This is done as part of the formalization of Ihe oldest Informal Settlement in 
Newcastle. 


• A total of 515 residents have already taken occupation of the houses. 
93% of the houses are electrified 



SIYAHLALA HOUSING 



SIYAHLALA HOUSING PROJECT 
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SIYAHLALA HOUSING PROJECT 


H39 HOUSING PROJECT - 923 Units (Ward 19) 

Total number of sites serviced : 96 % complete 

■ Residents who were evicted from the old Inqayizivele Hostel in Madadenl and 
located in H39. During the course of 2015/2016 financial the Municipality 
commenced with the Internal Services in this project as part of formalization of this 
Informal Settlement which was an eyesore along the P483 road. 

• 57 labours have been employed in this project. 

• 96% of internal service (water, sanitation, storm-water and mads) have been 
completed. 

• Electricity is 98% complete 



TRENCHING IN H33 
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ROAD BED AT H39 


CHARLESTOWN HOUSING PROJECT - 923 Units (Ward 1) 

Total number of sites serviced : 1200 (100% complete) 

* 100% of internal service (water, sanitation, stormwater and roads) have been 
completed. 

* 64 labours have been employed in this project. 

* The Construction of the Show House completed. 

* 29 Foundations have been completed 
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CHARLESTOWN HOUSING PROJECT 


FAIRLEIGH FLATS (Ward 25} 

Repairs of the flats : 48 Flats 

Total cost of projec! : R 5,009,669.28 (GRANT FUNDING) 

The Directorate has also completed the repairs and Renovation of 48 Flats in Fairleigh; 
these flats were built by the old house of Representatives during !he otd Tri-Cameral 
Parliament. All the 48 Flats are waiting to be transferred to the occupants through Enhanced 
Extended Discount Benefit Scheme (EEDBS). 
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FAIRELEGH FLATS 


SURYAVILLE FLATS (Ward 3) 

Repairs of the Flats : 72 Flats 

Total Cost : R 7,514,503.92 (GRANT FUNDED) 

The Directorate has also completed the Repairs and Renovation of 72 Flats in Suryaville: 
these flats were built by the old house of Delegates during the old Trilameraf Parliament. All 
the 72 Flats are waiting to be transferred to the occupants through Enhanced Extended 
Discount Benefit Scheme (EEDBS). 
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SURAYAVILLE FLATS 


PROJECTS THAT ARE UNDER THE PLANKING PHASE THAT DO NOT HAVE 

COMMITTED FUNDING FROM THE DEPARTMENT OF HUMAN SETTLEMENTS 


« Project Name 

* Type 

* Ward 

• No, 

Units 

* Project 

Stage 

* Soul City / Stafford 
Hill Housing 

Project 

• ISU 

* 31 

* 3500 

• Feasibility 

* Ve£0kuhieS 

Roypoint Housing 
Project 

• IRDP 

• 21 

• 900 

* Feasibility 

* Drycut Rural 
Housing Project 

* Rural 

* 16 

* 1000 

* Planning 

* Kwamathukuza 
Phase 2 

• IRDP 

♦ 20 

• 200 

* Planning 
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SERVICE DELIVERY CHALLENGES: 


v Challenge: Delays In signing of agreements (Bilateral & Tripartite) 

Mitigation: We have sought the assistance of the Municipal Manager 

J Implementing Agents (IA) not adhering to their development program in some 
projects 

Mitigation: The municipality has put (IA) on terms (see letter attached). 

S Lack of compliance with NHRBC building slanders by Implementing Agents 

Mitigation: Rebuilding of the houses according to approve standards. 

^ Land invasion of land identified for human settlements 

Mitigation: We have established a Rapid Response Task-team 

v Interference by local contractors and unreasonable demands by them, due to 
high unemployment rate 

Mitigation: Facilitating of potential work for the potential contractors 


3.5 FREE BASIC SERVICES AND INDIGENT SUPPORT 

Newcastle Municipality provides free basic electricity, water, sanitation and refuse removal to 
all households that qualify to be on indigent support. In terms of the Indigent Policy (see 
attached as Annexure), the monthly household earnings of an indigent application is limited 
to R3. 500 for old aged pensioners and poor households. The onus lies with the applicant to 
come forward and register for indigent support in line with the Council approved indigent 
policy. The Free Basic Services is funded through the equitable share which is received from 
National Government. 

Newcastle Municipality appointed a service provider in April 2019 to verify the indigent 
appiications and indigent register. Since the appointment of the service provider the number 
of qualifying indigent applicants has reduced by 6, 72%. As at the end of June 2018 the 
municipality was providing free basic services to 19487 households and as at the end of 
June 2019 the number of households reduced to 7484. 
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Type of free basic 
service 

Number of 
households as at 
the end of 2016/17 

Number of 

households as at 

the end of 2017/18 

Number of 

households as at 
the end of 2018/19 

Electricity 

19029 

19487 

7484 

Water 

19829 

19487 

7484 

Sanitation 

19829 

19487 

7484 

Refuse removal 

19829 

19487 

7484 


COMPONENT B: ROAD TRANSPORT 


3,6 ROADS 



2017/18 

2018/19 

Km's of roads resealed 

11,4546 km 

14,3406 km 

Km’s roads re-gravelled 

2,5 km 

6,8 km 


PROGRESS ON MIG FUNDED ROAD PROJECTS 


PROJECT NAME 

WARD 

BENEFICIARIES 

(Km’s) 

STATUS 

QUO 

JOBS 

CREATED 

Upgrading of existing gravel roads 
MF55 Street in Madadeni Section F 

19 

0.86 

In 

progress 

12 
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Upgrade of existing roads to 
blacktop MD35 in Madadeni Ward 
24 

24 

0.8 

Jn 

progress 

14 

Upgrade of MD3Q road and storm¬ 
water in Ward 26; Madadeni 

26 

0.32 

Completed 

21 

Construction of existing internal 
roads and storm-water of ME11{A} 
Street in Madadeni Section E 

28 

0.7 

In 

progress 

16 

Urban Roads Upgrade and 
Rehabilitation of ME11(B) 

28 

1.2 

In 

progress 

13 

Upgrading of existing gravel roads 
to blacktop roads in Osizweni 
township ward 9: OE41 Streetl 

9 

0.5 

In 

progress 

6 

Upgrading of Existing Gravel 
Roads to Blacktop Roads in 
Ostzweni Ward 8: OA65(A) 

8 

0.57 

In 

progress 

7 

Upgrading of existing roads to 
blacktop in Osizweni Ward 8: 
OA85(B) 

8 

1.1 

In 

progress 

7 

Upgrade of existing roads to 
blacktop in Osizweni Ward 10: 
OC20 

10 

0.6 

In 

progress 

7 

Upgrade of existing roads to 
blacktop in Osizweni Ward 30: 
OA1Q3 

30 

1 

in 

progress 

16 
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Upgrading of existing gravel roads MF55 Street in Madadeni Section F 



Upgrade of existing roads to blacktop MD35 in Madadeni Ward 24 
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Upgrade of MD3Q road and stormwater in Ward 26: Madadeni 


Construction of existing internal roads and stormwater of ME11{A) Street in Madadeni 
Section E 



















Urban Roads Upgrade and Rehabilitation of ME11(B) 



Upgrading of existing gravel roads to blacktop roads in Osizweni township ward 9: 
OE41 Streetl 
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Upgrading of Existing Gravel Roads to Blacktop Roads in Osizweni Ward 8; OA85(A) 



Upgrading of existing roads to blacktop in Osizweni Ward 8: OA85 (B) 


PARKING MANAGEMENT SYSTEM 

Service provider appointed for the implementation of the Parking Management System at no 
cost to Council, for a more efficient traffic flow in the CBD, job creation and revenue 
enhancement. 
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On ruesrfay morning, June 2!3. r 7-4 Car Marshalls 
were welcomed ai Ntruvcd^tle Mur lie IpctJ I Ly. Their 
mission? To prepare for the daunting job of caking 
to Newcastle's CBD and charging people Tor 
parking. 



The new Car Marshalls are set to start then duties 


This comes after a parking tender was awarded co 
Tiaffic Management Ser vices (TMSS In May 2013. 

DECEMBER 2018 ROAD BLOCKS 

December Roadblock: An education campaign and roadblock was held on 12 December 
2018 to encourage road users to maintain Jaw and order in the traffic environment through 
the holiday /festive period. 

EASTER ROAD BLOCKS 


Easter Roadblock was held on 18 April 2019 on Allen Street at Hilldrop with an intention to 
ensure compliance of road users in order to suppress the carnage / fatalities and injuries 
endured on our roads during this period 
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TRAFFIC EDUCATION AND AWARENESS EVENTS 


Traffic Services partook in the following events amongst others as a fundamental 
responsibility to educate the community and learners on matters relating to careers in the 
fraternity as well as road safety: 



COMPONENT C: PLANNING AND DEVELOPMENT 


! 3,7 PLANNING 

MISSION: 

To achieve a coherent spatial structure that facititates consistent and sustainable growth and 
development 

FUNCTIONAL OVERVIEW 

Spatial Planning: This unit is responsible for maintaining and trend-setting forward planning 
of the town. It thrives on seeing big dreams of the municipality coming to fruition. 
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Land Use Management: This unit is about bolt and nuts of the municipality, it's responsible 
for returning order and ambience to the municipality. Its functions better when the 
municipality is focused on development markets and responds to development with certainty 
and confidence. 

Geographic Information Systems: Is responsible for management of data which has 
geographical/non-geographical reference. Currently both internal and external data users 
have access to our system through internet or intranet 


Building Inspectorate: The building sections ensures that the structures used for 
commercial, industrial and human habitation are structural sound. 


Performance Highlights 
The Equarand Mixed Use Node 

Equarand is located in the southern portion of Newcastle Town along one of the main arterial 
of the CBD. The Newcastle Mall and the Blackrock Casino is located to the south of the site. 
The site is easily accessible via Allen Street (mainly arterial entering Newcastle Town from 
Nil) and Alberts Wessels Drive along the north-eastern boundary of the site. The Nil runs 
to the west of the site with the airport further of the N11. 

The Equarand site is surrounded by the residential areas of Lennoxton and Siyahlala to the 
west and Arbor Park to the east. The CBD is about 2kiiometers north of the site, with newly 
developed Newcastle Mall and casino immediately south of the site. There is a large portion 
of land to the southeast of the site that is currently underdeveloped, the development of this 
site will attract diverse land uses and intensify development in the west of the town. 

The Municipality has also established the formidable and strategic stakeholder partnership 
with the Development Bank of South Africa (DBSA) who is partially funding the taking off of 
the Equarand Mixed Use Node. This is a multi-year project and at the end of the financial 
year, the Municipality and DBSA had appointed the Professional Service Providers to finalise 
the township establishment process and open a township register where practical. 

It is anticipated that other potential funders may fund the roll out of the infrastructure in 
future. The exercise amongst other specialist studies prior to submission of Spatial Planning 
and Land Use Management Act, will cover the following: 

• Traffic and Transportation Study: 

• Market Valuation Certificates for the Erven; 

• Engineering Services Report; 

• Engineering designs; 

• Survey General Plan, etc; 
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The pictures below reflect the proposed layout design for the area together with 
some urban design character envisioned for the area. 



EQUARANO MEDICAL CITY MIXEO USED NODE MAPPING 
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Arterial Routes linking to the proposed Realignment of Nil 

The Municipality in its endeavour to provide effective transportations networks between 
economic hubs and residential neighbourhoods undertook the exercise to look at the positive 
spin offs as well as well the knock on effects the proposed realignment of Nil is likely to 
bring to town. 




HASTIE STREET EXTENSION 
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HASTIE STREET EXTENSION 


Extensive planning is also underway within the Medical Precinct to prepare this study area 
for development to lake off, having observed over time a concerted effort by various 
developers to access the vacant land next to the Medi-Clinic. At the end of 2016/19 Financial 
year the Municipality had received the preliminary engineering designs for the construction 
of the Road, this section of the Road is to be considered as the extension of Hastie Street. 
Hastie Street has been developed from the vicinity of the Motor dealership Precinct and 
stops short in the vicinity of Bird Street Its extension will now cover 747 m in length and will 
end at the intersection with Hospital Street between Medi-Clinic and the Municipal Offices. 
Across these offices, the Municipality has recently approved the Social Housing 
Development. The final design of the Road is yet to be determined, however, the sense of 
place will resemble that of the medical suburbia. The image below depicts the single 
carriage way Road described as Hastie Street Extension 


Bringing Tertiary Education Institutions: UNISA Initiative 

Amongst other responsibilities placed on the municipalities, it is the ability to govern the 
financial affairs of the Council with fiscal intelligence and more sustainable. Therefore, it 
been placed on the shoulders of Ihe municipality to diversify its revenue portfolio to fund 
delivery of service to residents of Newcastle. Through such cumulatively endeavours, 
business confident on the governance of the town increases and yields the fertile 
environment for external business to locate to the City in the making. The Municipality 
intends to avail one of its own facilities to be used by Unisa for their Regional Offices at the 
market related rental which may yield just above R10 million over the space of 5 years. 

It has been proven that not only Unisa attract young and old students across the municipal 
boundary, the Amajuba Technological and Vocational Educational Training, formerly known 
as FET accommodates a large number of students who struggle to find reasonable 
accommodation in town. These are good underlying indicators revealing the competitiveness 
of the inland region within Newcastle being the economic engine. It has also become evident 
that whilst students may identity with the sense of place of Newcastle, they appreciate the 
educational environment provided within the campuses of Unisa. 

3.8 LOCAL ECONOMIC DEVELOPMENT PLAN 

OBJECTIVES 

■ To provide Internal guidance for investment and infrastructure expenditure; 

* Facilitate the creation of sustainable employment; 

* Facilitate local investment promotion (either by foreigners or locals); 

* Promotion of local entrepreneurship and SMME Development; 

* Business Retention Expansion (BRE); 
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■ To align skills to our local economic growth; 

• Local Key sector development; 

■ To provide accurate local economic data; 

• Provide support to CTO and 

• Marketing and Branding of Newcastle 

OVERVIEW OF FUNCTIONS 

• To Facilitate local job creation; 

• To Stimulate local and foreign investment; 

• To support and regulate local Informal trade; 

• To support and develop local SMME'S; 

■ To support and develop local Tourism; 

• Brandi n g a n d m a rketi ng of N ewca s tie; 

• Local Market Research and Development 

PERFORMANCE HIGHLIGHTS FOR 2018/19 

• The approval of the LED Strategy 

• Approval of the Business Retention Expansion Strategy 

• Presentations to potential investors 

• Launch of the Newcastle Airport Terminal and Techno Hub 
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LAUNCH OF THE TECHNO-HUB 



NEWCASTLE AIRPORT BUILDING 
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TRAINING OF SMME’S 


CHALLENGES AND INTERVENTIONS: 


CHALLENGE 

INTERVENTION 

* No budget allocated for Poverty 
Alleviation 

* To be prioritised after financial 
situation of the municipality 
improves 

• Insufficient staff 

* Structure has been amended and 
submitted for approval 

• Vacant positions 

» Critical positions have been 
prioritised 
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COMPONENT D: COMMUNITY & SOCIAL SERVICES 


3 9 COMMUNITY FACILITIES 

CULTURAL DEVELOPMENT 

During the past financial year an old Railway Steam locomotive which was donated by Mittal 
Steel was delivered to the museum premises. II will form part of the new industrial history of 
Newcastle exhibitions. The engine was sandblasted and coated in an anti-rust coating. The 
painting of the engine will commence in the new financial year in order to restore it back to 
its original appearance. 



RAILWAY STEAM LOCOMOTIVE 


10 APRIL 2019 SEEP AWARD CEREMONY AT OSI2WENI HALL (EDTEA INVITED US 
TO PRESENT THE ECO BRICKS CONCEPT) 

The main aim of the SEEPA {School Environmental Education Programme Awards) is to 
show our gratitude towards schools which vehemently participated in the SEEP Programme 
without failing and continuously render their support to the Programme Their support is 
highly appreciated. 
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THUMA MINA GREEN GOOD DEEDS 

This is a presidential initiative to assist municipalities to deal with Waste. The department will 
be receiving 15 litter pickers and 7 ambassadors to educate our communities on Waste, 
Illegal dumping and Recycling 


ENVIRONMfNTAl PROTECTION AND INFRASTRUCTURE PROGRAMMES 

Introduction ot Clean & Safe South 
Africa Campaign 


Venue: Amajuba DM offices 
Dale: 04 March 2019 
Presenter: Ntokoza Sibeko 





WASTE MANAGEMENT EDUCATION AMD AWARENESS CAMPAIGNS 

03 AUGUST 2016 DICKS COMMUNITY CLEAN UP CAMPAIGN WARD 6/33 
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EPWP WORKERS-WASTE MANAGEMENT 



AUGUST 2Q18 LATTER DAY SAl NTS CHURC H WARD 5 
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04 OCTOBER 2018 
CAMPAIGN 


LISTER FARM COMMUNITY VOLUNTEERS CLEANUP 
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JUNE 2019 S1YAHLALA-LA CLEAN-UP CAMPAIGN fWARD 251 
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MARCH 2019 OSIZWENI COMMUNITY CLEAN-UP CAMPAIGN (WARD 7) 



ENVIRONMENTAL EDUCATION AND AWARENESS 2019 
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GREENEST MUNICIPALITY COMPETITION AWARD FOR 2017/18 

In March 2019 we were informed by The Department of Economic Development Tourism 
and Environmental Affairs EDTEA that we were placed 3 ,d in [he provincial leg of the 
Greenest Municipality Competition winning an amount of R 100 000 The funds will be used 
for the purchase and installation of Law Enforcement Signage. 
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GRADE 9 SUBJECT SELECTION SEMINAR; 13-15 AUGUST 2018 - NEWCASTLE 
SHOW HALL 



| 3.10 LIBRARY PROGRAMMES 2018/2019 

A tolal number of 210 programmes were conducted by Newcastle Library Services during 
the 2018/2019 financial year. Creche Outreach Programmes were included as part of the 
Communication Planner for the municipality. 

With creche programmes the Librarians either reached out to visit the facilities in their 
communities or invited the creches to visit the library. The aim of these programmes were to 
introduce the library and books to children at a very young age in order to encourage the 
culture of reading. Children were entertained with storytelling and reading as well as fun, 
creative and educational activities to stimulate reading and learning. 

Construction of Charlestown Library * Charlestown Library Budget; R18 716 500.00 

The Construction of Charlestown Library was funded by the Provincial Department of Arts 
and Culture (DAC). This was a multi-year project which commenced during the 2017/2018 
financial year The project subsequently continued as planned during the 2018/2019 
financial year and was completed at the end of March 2019. The Library was officially 
opened on the 23 April 2019 by the Honorable MEC: Arts, Culture, Sport and Recreation, 
Mrs. B.N. Sithole-Molor. 
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CHARLESTOWN LIBRARY 




Creche visit - Fairleigh Library Kwanda Creche - Charlestown Library 

LIBRARY PROGRAMMES 


Library programmes also included holiday, as well as school programmes, reading and 
chess clubs. The purpose of library orientation programmes for schools was to acquaint 
learners with the library environment. Activities included the use of technology such as 
computers and tablets, books, storytelling, how to conduct research and find information 
from various resources, indoor and outdoor gaming, as well as creative activities. The 
purpose of the programmes was to create awareness of libraries, the services rendered and 
the educational, as well as recreational rote that a library plays within the community. 
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BOOKCLUB - fNGAGANE LIBRARY CHESS - M AD ADEN! LI BRAR Y 


ANNUAL CHIEF ALBERT LUTHULI COMMEMORATIVE WALK 

In September 2018 the museum hosted the Annual "Chief Albert Lulhufi Commemorative 
Walk" in Blaauwbosch. As part of its outreach projects the museum is focusing on the legacy 
of Chief Luthuli who was a teacher in Blaauwbosch for 1917-1918. The walk takes school 
learners and members of the community to various historical places around the township 
and then present them with a certificate of participation. 


| 3.11 MUSEUMS 

In December Fort Amiel museum presented the annual "Ghost Evening . It is a fun evening 
where the stories of various paranormal activities at the fort is being told about soldiers, 
ghostly horses and dogs. Visitor's are informed about the historical facts about the traditional 
believes of our various cultures. Opportunity are also given to the public to share their own 
experiences and the evening is concluded with music and a braai. 

During the past year the ' Replica Railway Station" building was completed at a cost of R257 
000. The building was designed as part of the extension of the museum to depict the 
industrial history of Newcastle including the railway history, transport, mining and the steel 
industry. The building itself will be multipurpose and be utilized for exhibitions, meetings, 
workshops and historical talks. 
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COMPONENT E SPORTS AND RECREATION 


The Parks, Recreation and Cemeteries Section is tasked with the management and 
maintenance of Parks, Cemeteries, Council owned buildings, open spaces / verges and 
sports / recreational fields. Grass cutting ( on the 2018/2019 financial year, Newcastle 
Municipality procured more grass cutting equipment in order to deliver efficient and effective 
services delivery for our communities), Tree pruning ( on the 2018/2019 financial year we 
had devised a tree cutting schedule that enables us to carry out our tree pruning/cutting 
function in a systematic method that can be easily monitored to ensure that all areas are all 
serviced equally) grading of sport fields ( on the 2018/2019 financial year the Parks. 
Recreation and Cemeteries devised a grading schedule as a monitoring tool that witl ensure 
that all wards have two grounds that are graded in order to promote Sport development 
within the Newcastle Municipality jurisdiction). 


Parks, Recreation and Cemeteries has striven by all means to ensure that it carries out its 
mandated duties irrespective of the financial constraints. In the 2018/2019 financial year the 
Parks, Recreation and Cemeteries had no budget allocation for capital projects. Parks, 
Recreation and Cemeteries had projected 5 year projects bul due to budget constraints they 
were not approved for 2018/19 financial year Parks, Recreation and Cemeteries was 
allocated R1 000 000, 00 on Ihe operational budget to procure grass equipment 
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CHAPTER 4 ORGANISATIONAL OVERVIEW 


COMPONENT A: INTRODUCTION TO THE MUNICIPAL PERSONNEL 

| 4.1 EMPLOYEE TOTALS, TURNOVER AND VACANCY 


DEPARTMENT 

NO. OF 

EMPLOYEES 

MALES 

FEMALES 

MUNICIPAL MANAGER AND 

MAYOR’S OFFICE 

54 

20 

34 

COMMUNITY SERVICES 

663 

455 

206 

CORPORATE SERVICES 

54 

13 

41 

DEVELOPMENT & PLANNING 

60 

30 

30 

TECHNICAL SERVICES 

387 

260 

127 

FINANCIAL SERVICES 

112 

45 

67 

TEMPORARY/CONTRACT/PACKAGES 

93 

38 

55 

TOTAL 

1423 

861 

562 


OCCUPATIONAL 

LEVEL 

MALES 

FEMALES 

TOTAL 

A 

C 

1 

w 

A 

C 

1 

W 

Top Management 

3 

0 

1 

0 

1 

0 

0 

0 

5 
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OCCUPATIONAL 

LEVEL 

MALES 

FEMALES 

TOTAL 

A 

C 

1 

W 

A 

C 

J 

W 


Senior 

Management 

IS 

0 

2 

2 

11 

0 

3 

4 

37 

Professionally 
qualified and 

experienced 
specialist and mid- 
management 

65 

4 

6 

5 

56 

1 

7 

11 

155 

Skilled technical 

and academically 
qualified workers, 
junior 

management, 
supervisors, 
foremen, and 

superintendents 

109 

4 

17 

11 

60 

5 

10 

14 

230 

Semi-skilled and 

discretionary 
decisions making 

327 

7 

18 

4 

148 

0 

14 

11 

529 

Unskilled and 

defined decision 
making 

238 

1 

1 

0 

133 

1 

0 

0 

374 

TOTAL 

PERMANENT 

7S7 

16 

45 

22 

409 

7 

34 

40 

1330 

Temporary 

Employees 

39 

1 

2 

3 

35 

1 

6 

6 

93 

GRAND TOTAL 

- 

796 

17 

47 

25 

444 

8 

40 

46 

1423 
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OCCUPATIONAL LEVEL 

POST LEVEL NO. OF EMPLOYEES 


Top Management 

(SECT. 57) 

5 


Senior Management 

(TG.17-15) 

1 37 


Professionally qualified and 
experience specialist and 
mid-management 

(TG.14-12) 

155 

Skilled technical and 

academically qualified 

workers, junior 

management, supervisors, 
foremen and 

superintendents 

(TG.11-9) 

230 

Semi-skilled and 

discretionary decision 

making 

(TG.8-7) 

529 

Unskilled and defined 

decision making 

(TG-6-5) 

374 

TOTAL PERMANENT 


1330 

Temporary Employees 


93 

GRAND TOTAL 


1423 


NEW APPOINTMENTS/ PROMOTIONS 


POST ID 

DESIGNATION 

TJTLE/INITIAL & 

COMMENTS: 

i- 

-- 

SURNAME 

f P ROM OTI ON /N E W 

APPOINTMENT! 

COMM 1566 

SEMI - SKILLED LABOURER 

MS PE SITHOLE 

APPOINTED : 2 JULY 
2018 

COMM1567 

SEMI - SKILLED LABOURER 

MR T MBONANE 

APPOINTED : 2 

JULY 2018 
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COMM 1582 

SEMI-SKILLED LABOURER 

MR LE 

MHLONGO 

APPOINTED : 2 

! JULY 2018 

COMM 26 

TRAFFIC OFFICER 

MR P MAHARAJ 

APPOINTED : 6 

JULY 2018 

COMM 26 

TRAFFIC OFFICER 

MR SE NZUZA 

APPOINTED 2 

JULY 2018 

, COMM 32 

TRAFFIC OFFICER 

MR JMG 

SITHOLE 

APPOINTED ; 2 

JULY 2018 

COMM 31 

TRAFFIC OFFICER 

MS KS NGEMA 

PROMOTED : 2 

JULY 2018 

COMM 217 

SPECIAL WORKMAN 

MR BE 

shabalala 

PROMOTED : 2 

JULY 2018 

, COMM1752 

REFUSE COLLECTION 

' hydraulic operator 

MR MP JELE 

PROMOTED : 2 

JULY 2018 

COM Ml 453 

REFUSE COLLECTION HEAVY 
DUTY DRIVER/SUPERVISOR 

MRMPJELE 

PROMOTED : 2 

JULY 2018 

COMM1455 

REFUSE COLLECTION HEAVY 
DUTY DRIVER/SUPERVISOR 

MR SO MFUSI 

PROMOTED : 2 

JULY 2018 

COMM 1456 

REFUSE COLLECTION HEAVY i 
DUTY DRIVER/SUPERVISOR 

MR PT 

MKHONZA 

PROMOTED : 2 

JULY 2013 

COMM 1460 

REFUSE COLLECTION HEAVY 
DUTY DRIVER/SUPERVISOR 

MR MS MADI 

PROMOTED : 2 

JULY 2018 

COM Ml 462 

REFUSE COLLECTION HEAVY 
DUTY DRIVER/SUPERVISOR 

MR JT SITHOLE 

PROMOTED : 2 

JULY 2018 

COMM1463 

REFUSE COLLECTION HEAVY 
DUTY DRIVER/SUPERVISOR 

MR SE 

MAZIBUBO 

PROMOTED : 2 

JULY 2018 

COMM 1742 

REFUSE COLLECTION HEAVY 
DUTY DRIVER/SUPERVISOR 

MRBPZWANE 

PROMOTED : 2 

JULY 2018 
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COMM 1740 

REFUSE COLLECTION HEAVY 
DUTY DRIVER/SUPERVlSOR 

MR ES MSIBi 

PROMOTED : 2 

JULY 2018 

COM Ml 741 

REFUSE COLLECTION HEAVY 
DUTY DRIVER/SUPERVISOR 

MR M 

NKWANYANE 

PROMOTED : 2i 

JULY 2018 

CGMM1739 

REFUSE COLLECTION HEAVY 
DUTY DRIVER/SUPERVISOR 

MR ND 

ngwenya 

PROMOTED ; 2 

1 JULY 2018 

COMM 1735 

REFUSE COLLECTION HEAVY 

duty driver/supervisor 

: MR MS 

HADEBE 

PROMOTED ; 2 

JULY 2018 

COMM 1743 

REFUSE COLLECTION HEAVY 
DUTY DRIVER/SUPERVISOR 

MR PN NKOSI 

PROMOTED : 2 

JULY 2018 

COMM1732 

REFUSE COLLECTION HEAVY 
DUTY DRIVER/SUPERVISOR 

MR ST SITHOLE 

APPOINTED : 2 

JULY 2018 

TS2235 

Control Room / Switching 
Operator 

$X Khumalo 

Promotion : 01 July 
2018 

TS2266 

Electrician 

SP Mbatha 

Appointed : 01 July 
2018 

TS2301C 

High Masi Electrician 

ZP Mkhwanazi 

Promotion ; 01 July 
2018 

TS2307 

Electrician : Street Lights 

KZS Ndawonde 

Promotion : 01 July 
2018 

TS1173 

Assistant Process Controller 

HM Masuku 

Promotion - 01 July 
2018 

TS1433 

Mtilli-Skilled Labourer 

SV Menyalso 

Appointed ; 01 July 
2018 

COMM873 

TRACTOR DRIVER 

MR SW 

MKHWANA2I 

PROMOTED : 01 

AUGUST 2018 

COMM859 

J. 

TRACTOR DRIVER 

MR PN MKHIZE 

PROMOTED 01 

AUGUST 2018 
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COMM861 

TRACTOR DRIVER 

MR PZ SIBISI 

PROMOTED 01 

AUGUST 2018 

COMM862 

TRACTOR DRIVER 

MR ML MABASO 

PROMOTED 01 

AUGUST 2018 

COM MS 63 

TRACTOR DRIVER 

MR JS 

NTOMBELA 

PROMOTED : 01 

AUGUST 2018 

COMMS64 

TRACTOR DRIVER 

MR RS 

! MAKHATHINI 

PROMOTED : 01 

AUGUST 2018 

CO MM 8 66 

TRACTOR DRIVER 

MR SP 

MAGASELA 

PROMOTED ; 01 j 

AUGUST 2018 

CO MM 863 

TRACTOR DRIVER 

MR EV 

NQUKWE 

PROMOTED : 01 

AUGUST 2018 

COMM 369 

TRACTOR DRIVER 

MR DA S1BIYA 

PROMOTED ; 01 

AUGUST 2018 

COMM 870 

TRACTOR DRIVER 

MR DJ NGEMA 

PROMOTED : 01 

AUGUST 2018 

COMM1217 

TRACTOR DRIVER 

MR SSNENE 

PROMOTED : 01 

AUGUST 2018 

COMM867 

TRACTOR DRIVER 

MR M 2WANE 

PROMOTED . 01 

AUGUST 2018 

COMM860 

TRACTOR DRIVER 

MR TL NKOSI 

PROMOTED 01 

AUGUST 2018 

COMM865 

TRACTOR DRIVER 

MR GW 

masoimdo 

PROMOTED 01 

AUGUST 2018 

COMM2531 

CYBER CADET 

MISS N Khan ye 

New Appointment: 01 
August 2018 

COMM2616 

LIBRARIAN 

MRS NP Djaminr 

New Appointment: 01 
August 2018 
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COMM2560 

JUNIOR LIBRARY ASSISTANT 

MR T Nxumale 

New Appointment: 01 
August 2018 

COMM2S25 

COMM2573 

JUNIOR LIBRARY ASSISTANT 

MR MH Nkabmde 

New Appointment: 01 
August 2018 

COMM2567 

JUNIOR LIBRARY ASSISTANT 

MRS TP Mabena 

New Appointment: 01 
August 2018 

COMM 2035 

MULTI SKILLED LABOURER 

MISS. TP MSIBI 

NEW 

APPOINTMENT 01 
SEPTEMBER 2018 

COMM 2536 

LIBRARY ASSIST ANT 

MISS. SS 

KU8HEKA 

NEW 

APPOINTMENT: 01 
SEPTEMBER 2018 

COMM 2524 

LIBRARY ASSISTANT 

MR MJ NKOSi 

NEW 

APPOINTMENT: 01 
SEPTEMBER 2018 

' TS2441 

Junior Mechanics 

Mr. VJ Sibeko 

New Appointment: 01 
October 2018 

TS2442 

Junior Mechanics 

Mr, CD Mgaga 

New Appointment : 01 
October 2018 

TS2443 

Junior Mechanics 

Mr. NM Ngwenya 

New Appointment: 01 
October 2018 

BT0265 

ACCOUNTANT : PROPERTY 1 
RATES 

MR. S MAJOVA 

NEW 

APPOINTMENT 05 
NOVEMBER 2018 

BT0120 

DIRECTOR : FINANCIAL 
MANAGEMENT 

MRS A 

HAR1PERSAD 

NEW 

APPOINTMENT- 01 
NOVEMBER 2018 


NEWCASTLE MUNICIPALITY 


DRAFT ANNUAL REPORT 2018/19 


117 


















































comm iae 

1 TRAFFIC WARDEN 

MISS Z 

KHANYILE 

NEW APPOINTMENT 
- 01 JANUARY 2019 

COMM 105 

TRAFFIC WARDEN 

MISS NN 

KHOZA 

NEW APPOINTMENT 
-01 JANUARY 2019 

COMM 184 

TRAFFIC WARDEN 

MR BO 

KHESWA 

NEW APPOINTMENT 
-01 JANUARY 2019 

COMM 183 

TRAFFIC WARDEN 

MR BG MADI 

NEW APPOINTMENT 
-01 JANUARY 2019 

COMM 182 

TRAFFIC WARDEN 

MR PW 

1 PHUMLOMO 

NEW APPOINTMENT 
-01 JANUARY 2019 

COMM 191 

TRAFFIC WARDEN 

MR S MAHLABA 

NEW APPOINTMENT 
! -01 JANUARY 2019 

COMM 189 

TRAFFIC WARDEN 

MISS SG 

KUNENE 

NEW APPOINTMENT 
-01 JANUARY 2019 

COMM 188 

TRAFFIC WARDEN 

MR BJ 

MAZfBUKO 

NEW APPOINTMENT 
- 01 JANUARY 2019 

COMM 167 

TRAFFIC WARDEN 

MR M NKOSI 

NEW APPOINTMENT 
-01 JANUARY 2019 

COMM 190 

TRAFFIC WARDEN 

MISS DP 

HADEBE 

NEW APPOINTMENT 
-01 JANUARY 2019 

BT0252 

METER READER ASSISTANT 

MR SLS 

MAVIMBELA 

NEW 

APPOINTMENT; 1 

FEBRUARY 2019 

TS1026 

CALL CENTRE AGENT 

MISS L 

MAKHUBO 

NEW 

APPOINTMENT: 1 

FEBRUARY 2019 

TS102? 

CALL CENTRE AGENT 

MR NC NYAWO 

. 

NEW 

APPOINTMENT 1 

FEBRUARY 2019 
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TS1028 

CALL CENTRE AGENT 

MR SN 

KHUMALO 

NEW 

APPOINTMENT: 1 

FEBRUARY 2019 

TS1586 

FOREMAN 

(NEWCAST L E/NG AG A N E/CH A 
RLES) 

MR VJ 

MPUNGOSE 

PROMOTION: 1 

FEBRUARY 2019 

TS1315 

FOREMAN (MADADENI) 

MR IV MTHANTI 

PROMOTION: 1 

' FEBRUARY 2019 





CORP216 

JUNIOR ADMIN OFFJCER 

H T KUNENE 
(AF) 

1 1 MARCH 2019 
(POLITICAL 
APPOINTMENT) 

CORP195 

MANAGER: MAYORS OFFICE 

T S MTSHALI 
{AM) 

1 MARCH 2019 

(POLITICAL 

APPOINTMENT) 

CORP198 

COMMUNITY LIAISON 

OFFICER 

s c 

HLATSHWAYO 

(AM) 

1 MARCH 2019 1 

(POLITICAL 

APPOINTMENT) 

, CORP20G 

PERSONAL ASSISTANT 

Z X N j 

MARRENGANE 

(AF) 

1 MARCH 2019 

(POLITICAL 

APPOINTMENT) 

CORP197 

COMMUNITY LIAISON 

OFFICER 

N S KUBHEKA 
(AF) 

1 MARCH 2019 

(POLITICAL 

APPOINTMENT) 

CORP201 

DRIVER/BODYGUARD 

A K NDLOVU 
(AM) 

1 MARCH 2019 

(POLITICAL 

APPOINTMENT) 

ST0257 

METER READER ASSISTANT 

MR ME DLAMINI 

NEW APPOINTMENT 
-W.E F- 01/06/2019 

C029 

CHIEF RISK OFFICER 

MR BB NKOSI 

NEW APPOINTMENT i 
- W.E.F - 0VQ6/2019 
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BTO140 

ACCOUNTANT: CASHIERS & 
CLIENT RELATIONS 

' 

MS S NGCOBO 

1 NEW APPOINTMENT 
-W.E.F 08/06/2019 


CORP202 

BODYGUARD/DRIVER 
(OFFICE OF THE MAYOR) 

MR JCS 

MAHLABA 

POLITICAL 

APPOINTMENT 

W.E.F - 01/06/2019- 
(UNTIL END OF 
TERM OF MAYOR) 



CONTRACTS 




COMM1 

SEO : COMMUNITY SERVICES 

MR D NKOSI 

New Appointment: 01 
August 2016 (5-year 
' fixed term contract) 


TS1 

SED : TECHNICAL SERVICES 

MR S CHAUKE 

New Appointment: 13 
Augusl 2018 (5-year 
fixed term contract) 

DPHS1 

SED : DPHS 

' MR V 

'GOVENDER 

New Appointment: 01 
August 2018 (S-year 
fixed term contract) 

CORP1 

SED : CORPORATE 

SERVICES (FIXED 

CONTRACT 5 YEARS) 

MRS DR NY 

MBATHA- 

MAHLUBI 

NEW 

APPOINTMENT 

WEF 10 

SEPTEMBER 2018 

COMM 1246 

CONTRACT LIFE GUARD 

MR ZG CiLl 

NEW APPOINTMENT 
- 01 DECEMBER 

2018 - MARCH 2019 
(SEASONAL 
WORKERS PERIOD 
OF 4 MONTHS) 


COMM 1261 

CONTRACT LIFE GUARD 

MR N ZONDI 

NEW APPOINTMENT 
- 01 DECEMBER 

2018 


COMM 1262 

CONTRACT LIFE GUARD 

MR VS OLAMINI 

NEW APPOINTMENT 
- 01 DECEMBER 
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2018 

COMM 1263 

contract life guard 

MISS SH 

NDLOVU 

NEW APPOINTMENT 
- 01 DECEMBER 

2018 

COMM 1264 

CONTRACT LIFE GUARD 

MR DM XULU 

NEW APPOINTMENT 
- 01 DECEMBER 
2018 

COMM 1276 

CONTRACT LIFE GUARD 

MISS NS MSOMI 

NEW APPOINTMENT 
- 01 DECEMBER 

2018 

COMM 1277 

CONTRACT LIFE GUARD 

MR TM MAJOLA 

NEW APPOINTMENT ' 
- 01 DECEMBER 

2018 

COMM 1278 

CONTRACT LIFE GUARD 

MR ND NDABA 

NEW APPOINTMENT 
- 01 DECEMBER 

2018 
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NEWCASTLE MUNICIPALITY AS AT 30 JUNE 2019 
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COMPONENT B MANAGING THE WORKFORCE 

The Local Government Municipal Systems Act 32 of 2000, Section 67 requires municipalities 
to develop and adopt appropriate systems and procedures to ensure fair; efficient; effective; 
and transparent personnel administration in accordance with the Employment Equity Act 
1998. Newcastle Municipality has adopted the following policies for implementation: 


d.l POLICIES 


NAME OF POLICY 

COMPLETED 

% 

REVIEWED 

% 

DATE ADOPTED BY 

COUNCIL OR COMMENT 

ON FAILURE TO ADOPT 

Affirmative Action (Employment 

Equity) 

100% 

“-- 

2017 

Succession Plan and Retention 

20% 

! New 

Not yet 

Code of Conduct for employees 

100% 

— -- 

----- 

Delegations, Authorization & 

Responsibility 

" 

--- 

Office of the Municipal 
Manager 

Disciplinary Code and Procedures 

Too% 


The policy was regulated 
by South African Local 
Government Bargaining 
Council 

Essential Services 


-- — 

Community Services/ 
Technical Services 

Employee Assistance / Wellness 


50% 

The EAP policy was last 
approved in 2009. The 
policy is currently being 
reviewed and is still in the 
consultation stage. We 
have received comments 
from Corporate Services 
department. The next step 
is to draft an item for 

Manco, thereafter, it will 
be dropped as an item in 
the next LLF meeting. 

Employment Equity 

100% 


2017 

Exit Management (Standard Operating 

Procedures) 

80% 

■' -- 

2016 

Grievance Procedures 

100% 


The policy was regulated 
by South African Local 
Government Bargaining 
Council 

HIV/Aids 

100% 

-- 

J 
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Human Resource and Development 
Bursaries and Study Assistance Policy 

leadership Policy 

Skills Programme Policy 

Internship Policy 

Education Policy 

Induction Policy 

Practical Experiential Training Policy 

100% 

100% 

100% 

I 100% 

100% 

100% 

100% 

Revised policy 
submitted for 
approval 

100% 

100% 

100% 

100% 

100% 

Revised policy 
submitted for 
approval 

2011/01/27 

2012/03/26 

2012/03/26 

1 2012/03/26 

2014/11/26 

2011/11/02 

2004/08/25 

Information Technology 

- —- 

-— ««.»>- 

Office of the Municipal 
Manager 

Job Evaluation 

100% 

Not reviewed 
since it was 
adopted by 

Council on 2015- 
10-08 


leave 

100% 

50% 

The reviewed policy need 
to be submitted to Council. 
Leave are regulated by the 
Collective Agreement. First 
approval 2017/12/06 

Occupational Health and Safety 


50% 

Policy was approved in 

2017. The policy is 
currently being reviewed 
and we are on the 
consultation stage. Policy 
has been sent out for 
comments within the 
department. 

Official Housing 


111 

Development Planning and 
Human Settlements 

Official Journeys (Subsistence & 

Traveling Policy) 

100% 

100% 

2009/02/02 

Official transport to attend Funerals 



. 

Official Working Hours and Overtime 

-- 

50% 

First approval 2017/12/06 

Orga n i sa t iona 1 Righ ts Ag ree me n t 

100% 


2005 

Payroll 

30% 

New 

Not yet 

Perform3nee Management and 

Development 

100% 


2019 

Recruitment, Selection and 

Appointments 

100% 


2017 

Remuneration 

30% 

New 

Not yet 

Resettlement 

——-— 

---- r 


Sexual Harassment 

100% 


2003 

Skills Development 

See policies under number 12 







Smoking | 100% 

- |2005 
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Special Skills (Succession Plan and 

Retention) 

20% 

Mew 

Mot yet 

Work Organisation 



The MunscipaJfty have Job 
evaluation & placement 
policy. 

Uniforms and Protective Ciothing 
(Occupational Health and Safety) 


50% 

—— . __ 

Policy was approved in 

2017. The policy is 
currently being reviewed 
and we are on the 
consultation stage. Policy 
has been sent out for 
comments within the 
department, 

| Other: 





f 4.3 INJURIES. SICKNESS AND SUSPENSIONS 

INJURIES ON DUTY 


DEPARTMENT 

NUMBER OF INJURIES 

Technical Services 

14 

BTO 

3 

Community Services 

22 

DPHS 

1 

MM's office 

1 

Other 

4 

Total 

45 
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SUSPENDED EMPLOYEES FOR 2018/19 


DEPARTMENT 

MISCONDUCT 

SUSPENSION DATE 

1.BTO 

Gross in- subordination 

ill 

07\06\2018 

2.Corporate Services 

Gross misconduct (1) 

29/01/2019 

3. Community Services 

Fraudulent and theft (1) 

29/05/2019 

4. Community Services 

Fraudulent and theft (1) 

29/05/2019 


SICK LEAVE PER DEPARTMENT 


DEPARTMENT 

NUMBER OF LEAVE DAYS FOR 2018/19 

MAYORS OFFICE 

2 

OFFICE OF THE MUNICIPAL MANAGER 

842 

BTO 

1329 

COMMUNITY SERVICES 

7329 

CORPORATE SERVICES 

1039 

DEVELOPMENT PLANNING AND HUMAN 

997 

SETTLEMENTS 


TECHNICAL SERVICES 

4805 

TOTAL 

16343 


COMPONENT C SKILLS DEVELOPMENT 

The Local Government Municipal Systems Act 32 of 2000 Section 68 (1) requires 
municipalities to develop their human resource capacity to a level that enables them to 
perform their functions and exercise their powers in an economical, effective, efficient and 
accountable way. Newcastle Municipality has developed the skills of its employees across all 
levels based on the approved work skills budget for (he 2018'19 financial year. The table 
below reflects the training conducted for 2018'19: 
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SKILLS DEVELOPMENT 


Occupational 

category 

Fern 

ale 



Male 

| 

' Total 



A 

C 

1 

W 

A 

C 

1 

W 

A 

C 

1 

i W 

Total 

Legislators 

18 

0 

0 

0 

15 

0 

0 

0 

33 

0 

0 

, 0 

33 

Managers 

1 10 

0 

1 

2 

8 

0 

1 

0 

18 

0 

2 

2 

22 

Professionals 

20 

0 

1 

0 

13 

0 

0 

0 

33 

0 

1 

0 

34 

Technicians 
and trade 

workers 

12 

0 

0 

2 

12 

1 

0 

0 

24 

1 

0 

2 

27 

Community 
and personal 
] service 
workers 

» 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

i Clerical and 
administrative 
workers 

44 

0 

2 

3 

8 

0 

1 

a 

52 

0 

3 

3 

58 

Sales workers 

10 

0 

0 

0 

8 

0 

3 

1 

0 

0 

3 

1 

4 

Machine 
operators and 
! drives 

4 

0 

0 

0 

6 

0 

0 

10 

4 

0 

0 

6 

10 

Elementary 

1 workers 

22 

0 

0 

0 

37 

0 

0 

0 

59 

0 

0 

0 

59 

I Skilled and 
related trade 
workers 

1 

0 

0 

0 

32 

0 

0 

0 

33 

0 

0 

0 

33 

TOTAL 

141 

. 

0 

4 

7 

139 

. 

1 

5 

11 

256 

1 

9 

14 

260 

_ 
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OVERVIEW OF THE 2018/19 PERFORMANCE REPORT 

The 2018/19 Annual Performance Report presents the year-end performance results for the 
financial year. The Annual Performance Report is compiled by the Performance 
Management Unit after reviewing all Key Performance Indicators on the Organisational 
Scorecard and Project implementation Plans (PIP's) on the Capital Status Report. All KPf's 
and PIP's are assessed in terms of relevance, sufficiency and accuracy. The Performance 
Scorecard is used to determine the dashboard scoring for the KPI or PIP, The Annual 
Performance Report is a summary of the performance achieved and not achieved for the 
municipality and provides a comparative of the performance information to prior years. 


The Graph below represents a summary of the overall performance for 2018/19 on the 
Organisational Scorecard: 


ORGANISATIONAL PERFORMANCE 



* TARGET MET ■ TARGETS NOT MET * TARGET OVER ACHIEVED • 


The chart above demonstrates the overall organisational performance for 2018/19, based on 
the information above 40.24% of targets were achieved and 53,65% of targets set were not 
achieved and 4,87% were over achieved on the Organisational Scorecard. 


S.l PERFORMANCE MANAGEMENT PROCESSES 
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The Performance Management Process to review and assess performance information was 
revised on the 27 1 ' 1 of March 20 1 9 with the intention of improving performance reporting in 
the organisation. 


The PMS Unit from the 6lh working day till the T4th working day of every month conducts a 
100% review of the performance information as submitted from departments in terms of 
relevance, sufficiency, accuracy and reliability. The Organisational Scorecard is reviewed 
against the approved targets and KPJ’s and the Capital Status report is evaluated based on 
reviewing the approved cash-flow projections per month under review against the specific 
deliverable as approved in the Project Implementation Plans (PIP’s). The PMS Unit uses a 
Performance Management Checklist (Annexure C) to review the performance information 
submitted by departments. The Performance Management Checklist is based on Relevance, 
Sufficiency and Accuracy of the portfolio of evidence submitted to PMS by departments If a 
target as specified in the Organisational Scorecard has not been achieved, a reason for 
variance with supporting evidence must be submitted together with a recommended 
corrective action that must be implemented in the next quarter. The PMS Checklist has 
prompting questions based on relevance, sufficiency and accuracy, with a drop-down list 
with specific answers to ensure that each PMS official reviews the performance information 
systematically. The purpose of the PMS Checklist is to ensure that actuals are fuily 
supported by the evidence submitted. 

The following table provides a description on the criteria that is used to assess performance 
information 


Relevance 

Closely connected or appropriate to what is being measured/ 
assessed 

Sufficiency 

Enough or adequate evidence to support the actual 

Reliable 

Evidence that is good in quality, credible and trustworthy. 


Table 1: Description on criteria used to assess performance information 


The following table, based on the legislative framework for performance management and 
the PMS Framework provides a summary of the various performance reporting deadlines 
which apply to the Municipality: 
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Report 
Frequency 
Submitted for 
consideration 
and/or review to 
Remarks 

Report 
Frequency 
Submitted for 
consideration 
and/or review 
to Remarks 

Report Frequency 
Submitted for 

consideration 
and/or review to 
Remarks 

Report Frequency 

Submitted for 

consideration and/or 

review to Remarks 

1. SDBIP’s 

Quarterly 

Executive 

Committee 

See MFMA Circular 13 of 
National Treasury for further 

1 information 

2, Monthly 

budget 

statements 

Monthly 

Mayor (in 

consultation with 
The Executive 

Committee) 

See sections 71 and 54 of 
the MFMA 

3. Implementation 
of the budget 
and financial 

state of affairs of 
the Municipality 

Quarterly 

Council 

See section 52 of the MFMA 

4 SDBIP mid¬ 
year budget and 
performance 
assessment 

Annually during 
January of each 
year 

Mayor (in 

consultation with 
The Executive 

Committee) 

See sections 72 and 54 of 
the MFMA 

5. Performance 
report 

Annually 

Council 

See section 46 of the 
Municipal Systems Act as 
amended. Said report to form 
part of the annual report 


Table 2: Summary performance reporting deadlines 


The PMS Unit submits quarterly reports to the Chief Audit Executive of the Internal Audit 
Unit every quarter on the 15 ,h working day of month after the quarter under review is 
completed. The quarterly reports to be submitted to Internal Audit will be a 100% review of 
the Organisational Scorecard and the capital status report All KPI's on the Organisational 
Scorecard and the projects on the capital status report will be 100% reviewed by the PMS 
unit. The reports submitted to Internal Audit will include a signed off hard copy of all the 
Excel reports for the Organisational Scorecard and the departmental capital status reports. 
The signed off hardcopy will be signed off by the relevant PMS Officers, PMS Manager and 
the SEO: DPHS After the Internal Audit reviews the PMS Report the draft internal Audit 
report will be circulated to the PMS unit to respond and address findings that are only 
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relevant to the PMS unit. The PMS unit wilt take 2 days to respond to the findings raised and 

adjust the PMS reports were applicable based or the findings raised by the Internal Audit 
unit. 


1 5.2 PERFORMANCE AND SUPPORTING INFORMATION 

Section 46 of The Local Government Municipal Systems Act 32 of 2000 requires 
municipalities to publish an annual performance report reflecting the performance of the 
Municipality and of each external service provider; a comparison of the performances with 
targets; and measures taken to improve performance. 


5.3BACKGROUND TO MUNICIPAL SCORECARD 

The organisational scorecard is the adopted performance scorecard for Newcastle 
Municipality. The Organisational Scorecard consists of 6 Key Performance Areas. The 6 Key 
Performance Areas are as follows: 

• Basic Services 

• Cross cutting 

• Good Governance 

■ Institutional Development 

• Financial Viability 

• Local Economic Development 


Newcastle Municipality adopted the Organisational Scorecard on the 30 th of May 2018 to 
report on performance information for the 2018/19 financial year. The Organisational 
Scorecard was thereafter revised and approved by Council on the 27 lh of March 20l9.The 
Organisational Scorecard is afigned to the Integrated Development Plan (IDP), the 58 
priorities as outlined in the IDP have been aligned to the Organisational Scorecard 
objectives and strategies. Key Performance Indicators (KPI's) are developed and aligned to 
the objectives and strategies as specified in the IDP. Targets are set for KPI's based on the 
availability of resources, information and legislation. Newcastle municipality monitors the 
financial and actual performance of capital projects on the Capital Status report. The capital 
status report is composed of Project Implementation Plans (PIP’S) and Cash-flows, 
departments are required to report on the capital status report any expenditure incurred for 
the month and the actual progress of the project. The actual spent and the actual 
performance reported must be supported by invoices, journals, and progress reports or 


NEWCASTLE MUNICIPALITY 


DRAFT ANNUAL REPORT 201S/19 


131 




















completions certificates where applicable. If a projected cash-flow or milestone on the PiP is 
not achieved by the department, a reason for variance with supporting evidence must be 
submitted. 


For the 201 8/19 financial year not all of the capital projects were linked to KPI's on the 
Organisational Scorecard, therefore the analysis of performance information for 2018/19 
includes an analysis of performance on the Organisational Scorecard and Capital Status 
Reports. 


| 5.4 PERFORMANCE ANALYSIS 

Newcastle Municipality did not use the 10% variance and target in progress as specified in 
the approved 2018/19 PMS Framework as the 10% variance and the 'in progress’' could not 
be Quantified therefore if a target was not met the KPI or PIP was scored as a target not met 
even if there were circumstances that were beyond the control of the assessed department. 
All KPI s on the Organisational Scorecard and PIP's on the Capital Status were evaluating 
using the following performance scoring: 


LEVEL 

TERMINOLOGY 

DESCRIPTION 

RATING DASHBOARD 

5 

Outstanding 

Performance 

Performance fat exceeds the 
standard expected of an 
employee at this level. The 
appraisal indicates that the 
Employee has achieved above 
fully effective results against 
all performance criteria and 
indicators as specified in the 
PA and Performance plan and 
maintained this in alt areas of 
responsibility throughout the 
year 

Target over achieved 
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4 

Performance 
significantly above 
expectations 

Performance is significantly 
i higher than ihe standard 
expected in the job The 
appraisal indicates that the 

1 Employee has achieved above 
fully effective results against 
more than half of the 
performance criteria and 
indicators and fully achieved 
all others 

| Target over achieved 


Fully effective 

Performance fully meets the 
standards expected in all 
areas of the job. The appraisal 

1 indicates that the Employee 
has fully achieved effective 
results against all significant 
performance criteria and 
indicators as specified in the 
PA and Performance Plan. 

Target met 

1 

Unacceptable 

performance 

Performance does not meet 
the standard expected for the 
job. The review/assessmenl 
indicates that the employee 
has achieved below fully 
effective results against almost 
all of the performance criteria 
and indicators as specified In 
the PA and Performance Plan. 
The employee has failed to 
demonstrate the commitment 
or ability to bring performance 
up to the level expected m the 
job despite management 
efforts to encourage 

Improvement. 

Target not met 


Table 3: Performance Dashboard 
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DRAFT ORGANISATIONAL SCORECARD ANALYSIS FOR 2018/19 



ORGANISATIONAL SCORECARD PERFORMANCE ANALYSIS 



■ TARGET MET ■ TARGET WOT MET ■ TARGET OVER ACHIEVED 


Graph 1: Organisational Scorecard Performance Analysis 


KEY 

PERFORMANCE 

AREA 

TARGET 

MET 

TARGET 

NOT MET 

TARGET 

OVER 

ACHIEVED 

TOTAL 

NUMBER OF 

APPLICABLE 

KPLS 

Basic Services 

6 

8 

2 

16 

Cross Cutting 

7 

4 

0 

' 

11 

Financial Viability 

7 

7 

0 

IS 

Good Governance 

11 

12 

0 

23 


NEWCASTLE MUNICIPALITY DRAFT ANNUAL REPORT 2018/19 









































































Institutional 
Transformation & 

Development 

1 

10 

1° 

- 

Local Economic 

Development 

1 

3 

2 

6 

Total 

31 

47 

4 

82 


Table 5: Analysis of the Key Performance Areas of the Organisational Scorecard 


5.5 DRAFT ANALYSIS OF THC ASSESSMENT ON THE DEPARTMENTAL CAPITAL STATUS 
REPORTS 


ORGANISATIONAL PERFORMANCE REVIEW OF CAPITAL 

PROJECTS 



TARGET MET t TARGET NOT MET TARGET OVER ACHIEVED 


N/A 
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5.6 DEPARTMENTAL PERFORMANCE ON CAPITAL PROJECTS 


DEPARTMENT 

TARGET 

MET 

TARGET 

NOT 

MET 

TARGET 

OVER 

1 ACHIEVED 

TOTAL 

APPLICABLE 

PIP’S 

TOTAL NOT 
APPLICABLE 

PIP’S 

BTO 

1 

1 

j 0 

2 

0 

COMMUNITY 

SERVICES 

4 

12 

0 

15 

1 

DPHS 

0 

9 

0 

9 

3 

TECHNICAL 

SERVICES 

4 

28 

0 

32 

1 

TOTAL 

9 

50 

0 

58 

5 


Table 6: Analysis of the assessment on ihe capital status reports per department 


‘ 5.7 PERFORMANCE ACHIEVEMENTS FOR 2018/19 

• 133 Top-structures (houses) were completed 

• 243 houses were transferred through the Enhanced Extended Discount Benefit 
Scheme (EEDBS) 

• 22 properties were released for sale to the public 

• 835 households were electrified 

• 8.8 km of road was re-gravelled 

• 14, 306 km of road was resealed 
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• 878 households were connected to sanitation 

• 120 households were connected to a minimum level of water 

• The completion of Charlestown Library 

• Completion of AC Pipe replacement in Lennoxton and Murchission street 

• Completion of Watt Street 

• Training of 86 SMME's 

5 S CHALLENGES 

• Delay in the appointment of service providers for Technical Services MIG projects 

» Removal of R 56, 000, 0000. 00 of the MIG budget 

• Vacant positions that have not been filled 

• Evidence was not signed off by relevant officials 

• Non-submission of revision motivations 

• Delay in the payment of service providers 

• Unrealistic revised targets set by departments 

• Su b m i s s ion of i rre I eva nt/un re I ia b I e/in s ufficre n t evi de nee 

• Delay in the submission of PMS Information 

J 5.9 MEASURES TAKEN TO IMPROVE PERFORMANCE INFORMATION 

• The Municipal Manager and Chief Financial Officer have been informed to ensure 
that BAC and BEC sit weekly. 

■ An application was submitted to COGTA and approved for the returning of funds to 
Newcastle Municipality, detailed PIPs will be followed through to monitor the 
progress of all capital projects 

■ All Projects that have not been completed in the 2018/19 financial year will be 
brought on the 2019/20 Capital Status Report and aligned to the Top-Layer SDBfP 
and were applicable new KPI s will be brought on the Top-Layer SDBIP 

• Performance agreements have been finalised and signed, all SEDs wifi be held 
accountable for poor performance 

• Ail critical vacant positions wilt be advertised in the 2019/20 financial year 

• The position of the CAE and CFO has been finalised and we are awaiting council 
approval 
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• AN delays in payment of service providers to be reported formally to the CFO/MM 

• Al! KPl's, targets and source of evidence have been revised on the 2019/20 PMS to 
be smart and aligned to each other 

• The 2019/20 PMS Framework has been revised to be specific to Newcastle 
Municipality and all internal audit findings raised in the Audit Report of the 201 S/19 
PMS have been addressed. 


5.10 COMPARATIVE OF PRIOR YEAR PERFORMANCE ON THE ORGANISATIONAL 
SCORECARD 



TARGET MET 

target over 

ACHIEVED 

TARGET NOT 

MET 

TOTAL 
NUMBER OF 
APPLICABLE 
KPI’S 

TOTAL 

NO OF 

NOT 

APPUCA 

BLE KP4S 


17/18 

18/19 

17/10 

18/19 

17/18 

18/19 

2018/19 

2018/19 

BASIC SERVICES 

3 

10 

2 

1 

11 

4 

16 

7 

CROSSCUTTING 

7 

10 

0 

0 

4 

3 

11 

8 

FINANCIAL 

VIABILITY 

8 

11 

0 

0 

7 

1 4 

15 

2 

GOOD 

GOVERNANCE 

11 

11 

0 

0 

12 


23 

4 

INSTITUTIONAL 

TRANSFORMATION 

1 

1 

0 

0 

10 

7 

11 

2 

LED 

1 

2 

2 

0 

3 

4 

6 

7 
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Table 7: Comparative of 2017/18 vs 2018/19 Performance Information 

5.H ASSESSMENT OF THE PERFORMANCE OF EXTERNAL SERVICE PROVIDER 

In terms of Section 46 of The Local Government Municipal Systems Act 32 of 2000. a 
municipality must prepare for each financial year a performance report reflecting- 

(a) The performance of the municipality and of each external service provider during 
that financial year. 


Currently Uthukela Water (Pty) Ltd is the only External Service Provider of the Newcastle 
Municipality, for which bulk water services is being rendered. Uthukela Water (Pty) Ltd is an 
Entity of Newcastle Municipality. Newcastle Municipality currently has a signed Service Level 
Agreement with Uthukela Water that was renewed on the 21 s1 of June 2019. The following 
charl represents the Draft Assessment of Uthukela Water s SDBIP for 201819: 


OVERALL ASSESSMENT OF UTHUKELA WATER SDBIP 



' TARGET M£T ■ TARGET NOT MET 
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COMPARISON OF PRIOR YEARS PERFORMANCE TO 201 BIT 9 



2018'19 

2017 1 18 

TARGET MET 

7 

6 

TARGET NOT MET 

14 

3 

TARGET OVER ACHIEVED 

0 

* J 

APPLICABLE KPI’S 

21 

11 

TOTAL NUMBER OF 

APPLICABLE KPI’s 

21 

11 


Only 33,33% of all KPIs were scored as a target met and 66,S6% of KPIs were scored as 
targets not met due to the submission of portfolios of information being insufficient or 
irrelevant or inaccurate. It must be noted that in comparison to Quarter 3 performance 
information, the Annual Performance has declined rapidly. One of the main contributing 
factors, has been the non-submiss ion of the Portfolios of Evidence for KPIs whereby an 
employee is on leave. KPI s for Uthukela Water were furthermore not revised during the mid¬ 
year review and some KPI's that were not specific or did not meet the requirements to be 
specific, measurable, attainable, reliable and lime bound were not addressed, however the 
2019 20 SOBIP has ensured that all issues of non-alignment of the KPI to the Organisational 
Scorecard have been addressed. 
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CHAPTER 6 ANNUAL FINANCIAL STATEMENTS 


COMPONENT A: STATEMENTS OF FINANCIAL PERFORMANCE 

6.1 STATEMENTS OF FINANCIAL PERFORMANCE 

Statement of Financial Position as at 30 June 2019 


Nole(s) 2019 2018 

Resisted* 


Assets 




Current Assets 




Inventories 

Other financial assets 

Receivables from exchange transactions 

Receivables From non-exchange transactions 

Consumer debtors from exchange transactions 

Consumer debtors from non-exchange transactions 

Cash and cash equivalents 

10 

3 

11 

12 

13 

13 

14 

14040 157 
1646 
81 187338 
14 335 398 
467 636 133 
103 098 262 

9 999 2Q1 

12462 150 
3621 
64 591 613 
13287220 
399 431 715 
84 256 496 
57464 670 



710 298155 

631 499 665 

Non-Current Assets 
investment property 

Property, plant and equipment 

Intangible assets 

Heritage assets 

Investments in associates 

3 

4 

5 

6 

7 

355 813 616 

6 787 074 567 
3001 185 

114B8 232 
234 927 851 

440 818 000 

6 953 635 738 

5 585 264 
11199875 
269 999 530 

Total Assets 


7393105453 

6103 403 608 

7 601 236 407 

6 312 736 092 

Liabilities 




Current Liabilities 

Other financial liabilities 

Finance tease obligation 

Payables from exchange transactions 

VAT payabie 

Consumer deposits 

Unspent conditional grants and receipts 

Defined Benefit Plan 

Provision for Rehabilitation of Landfill site 

17 

15 

20 

21 

22 

16 

10 

19 

25 598 172 
852 924 
735 890 350 

9 783 001 

23 497 274 

33 43g 273 

8 667 735 

29403 981 

233 511 
621 200 746 
1775 605 
16966 524 
56316615 
7997 613 

31 292 755 



E37 728 729 

767 207 550 

Non-Current Liabiiities 

Other financial liabilities 

Finance tease obligation 

Defined Benefit Plan 

Provision for Rehabilitation of Landfill site 

17 

15 

13 

19 

400 805 603 
392 517 
146 355 252 

26 643 869 

402 570 627 
24309 
145 207 202 

Total Liabilities 

Net Assets 


578 397 261 

1416125 990 

6687 277 618 

547 B0213& 

1315069688 

6997 668 404 
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Reserv&s 

Housing Devetopmeni fund 
Seif-irsyrgnoe te sarv& 
Accumulated surplus 

Total Net Assets 


26 021 720 

26 076 363 

497 014 

472159 

6 6S8 758 8fl4 

6 971 119275 

6607 277 618 

6 097 S68 387 


6.2 FINANCIAL ANALYSIS AS AT 30 JUNE 2018 

INTRODUCTION 


This analytical review of the Newcastle Municipality is based on the analysis of annual 
financial statements as are presented in the Annual Reports of the Municipality for the last 
three financial years being 2017, 2018 and 2019. These Financial Statements were audited 
by the Auditor-General and audited opinions thereon were expressed accordingly, Where 
considered important and relevant, the analysis will also refer to the 2015/16 financial year 


The report highlights the municipal financial policies, audit results for the years under review, 
as well as the indication of whether there has been improvement or regression as at the end 
of 2019 financial year. Areas of concern by the Office of the Auditor General, which should 
be addressed by management during 2020 financial year will also be highlighted as 
emphasis of matter At length, the report will cover the significant results of the municipality’s 
financial performance, financial position and cash-flows during the period under review. Prior 
to concluding, the report will discuss and give clarification of some of the key financial ratios 
with a view to demonstrate the financial health of the municipality. 


FINANCIAL POLICIES 

The financial management of the municipality is guided by the following adopted financial 
policies, which are crafted and updated in cognisance with relevant legislation and 
prescripts. 

Asset Management Policy 

Cash Management & Investment Policy 

Credit Control Policy 

Supply Chain Management Policy 

Municipal Property Rates Policy 

Credit Control, Debt Collection and Customer Care Policy 
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Rates Policy 

Deb I Write-off Policy 

Indigent Policy 

Budget Policy 

Virement Policy 

Borrowing Policy 

Funding and Reserves Policy 

Petty Cash Policy 

Cost containment policy 


AUDIT RESULTS 


The audit results of the financial statements of Newcastle Municipality for the past four years 
may be summarised as follows: 


Audit results 


- « 

Year 

Audit opinion 

Basis for qualification 

2019 

Unqualified with emphasis of 
matters 

N/A 

2018 

Unqualified with emphasis of 
matters 

N/A 

2017 

Unqualified with emphasis of i 
matters 

N/A 

2016 

-_ 1 . 

Unqualified with emphasis of 
matters 

N/A 
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The above audit outcomes as issued by the Auditor General dearly indicate that the 
municipality has improved its audit outcomes over the past four years, which by far is the 
improvement since 2015 financial year. It must me mentioned that, prior to 2016 the 
municipality had been receiving qualified audit opinions for seven consecutive year. Areas of 
asset management, leave provision and document management were the areas that 
resulted in the qualification The municipality has since implemented controls on these 
areas which resulted in the improved audit outcomes. The municipality has worked hard to 
establish and implement a conducive internal control environment in order to ensure that the 
municipality delivers on its priorities in an effective, efficient and economical manner This 
resulted in the municipality producing quality and credible financial statements, performance 
reports, and also comply with the Municipal Finance Management Act and other relevant 
prescripts. Management has been able to resolves other matters by honouring commitments 
made in addressing issues through the Management Action Plan to AG report. 


EMPHASIS OF MATTERS RELATING TO FINANCIAL MANAGEMENT 

It his audit report for the year ended 30 June 2019, the Audit General: 

The corresponding figures for 30 June 2018 were restated as a result of an error in 

the annual financial statement of the municipality, and for the year ended 30 June 
<£u i y ; 

• Various legal claims were lodged against the municipality. The ultimate outcome of 
these claims were not determinable at year-end, hence the financial statement did 
not include any liabilities that could have resulted from them; 

. Material losses of R36 8 million (2010: R30.0 million) was incurred as a result of an 
impairment of consumer debtors Material losses of R933.9 million (2017/18 R 743 7 
million) was incurred as a result of an allowance for impairment of consumers; 

* Material losses of R45.10 million (2018: R45.9 million) was incurred, which 
represents 47% (2018: 49%) of the total water purchased. Losses incurred were due 
to leaks, burst pipes, illegal connections, meter inaccuracies and errors in manual 
reading and capturing of readings from meters. 


The municipality will need to closely look at the above matters during the 2020 financial year 
in order to improve its administration and a more credible reporting. 


6.3 FINANCIAL PERFORMANCE 

The analysis of financial performance covers three sections, namely revenue, expenditure 
and the net operating results. Each of these sections is discussed below. 
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revenue 


The revenue base of the Municipality increased from R 1 817 350 755 in 2018 to R1 840 085 
619 <n the financial year ended 30 June 2019. This represents a growth of 1% in revenue 
There has been a significant increase in the municipal revenue over the three years under 
review. The major increase has been on the following revenue categories: Service charges 
and property rates. These increases are mainly due to the annual tariff increases. There is 
stilf a decrease rn the interest received on investments due to withdrawals in 2019 in order to 
fund pay capital projects that were internally funded. The summary of the total revenue 
pattern of the past four years is summarised as follows: 


Total revenue trends 


Year 

Total Revenue (R) 

1 Revenue 
increas e/de crea se 

%increasef 

(decrease) 

2019 

1 840 085 619 

22 734 844 

1% 

1 2018 

1 617 350 775 

66 885 099 

4% 

2017 

1 750 465 676 

103 410 667 

6% 

2016 

1 647 055 009 

125 198 770 

8% 


The increase of 1/, in revenue from 2018 to 2019 was below the inflation rate in South 
nca of 4.6/o as at 30 June 2019. This indicates that the municipality's revenue 
performance was operating at a level not adequate to cover for the general increase in 
prices of goods and services, which despite most tariffs being increased by 7% for rates and 
service charges The municipality will need to identify more revenue generation sources in 
order to ensure that revenue growth stay above inflation rate This could be done through 
ihe aggressive implementation of the municipality's adopted Revenue Enhancement 


The table 3 below reflects major revenue sources which had a huge Impact to Ihe total 
revenue dunng 2019 financial year. The municipality generated more than half its total 


NEWCASTLE MUNICIPALITY 


DRAFT ANNUAL REPORT 2018/19 


145 

















































b “ eSe,ViCe Cha,9es ' WtliCh IS 54 % The 0,her sign,torn sources of revenue 
contr^ ? , ' Go '' er ' lmer ’ 1 grants and subsidies al 28% The percentage 

years und” ’° t<>,a '' nC °"' e ^ re "' ained ** K " ls,ant ■" ■*> 


In the analysis beluw, the focus is on the material revenue contributing items with a view to 

R1 ^ MO MB toZT ° Ver ‘ he , PaSl lhree l ° ,al ,hese fevenie sources contributed 

93 ago 908 to the municipality s total revenue of R1 840 908 619 in 2019, representing 


Major revenue sources 


J]-- 

Revenue source / item 

% Contribution 2019 

Revenue:2019 

Property Rates 

16% 

287 110 172 

Service Charges 

54% 

996 977 844 

Governments Grants & Subsidies 

28% 

509 602 892 

Material revenue items 

97% 

1 793 890 908 

Percentage Increase from 2017 


4% 

Total revenue elements 


1 840 085 619 

% Total 


97% 


Service charges and properly rates contributed 70% to the total revenue of the municipality 
These are regarded as primary sources of revenue which the municipality needs to ensure 
and sustain For its long-term survival Other revenue such as fines, profit of sale of asset and 
sundry revenue together contributed only 3% to the total revenue 


e Table below reflects (he movement in major revenue streams over the period under 

normal ° n I ^° WS an increase in the revenue categories mainly due to the 

normal annual increase in the tariffs as per the budget guidelines approved The summary of 

movement of major revenue sources is summarised as follows: * 
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Movement of major revenue sources 


Line Item 

% Increase 

2019 

2018 

2017 

Service charges 

3.8% 

996 977 844 

959 936 419 

948 273 264 

Interest received 

(16 3%) 

12 907 063 

15 420 651 

14 835 339 

' Property rates 

13.2% 

287 110172 

253 485 719 

232 285 813 

Government grants & 
subsidies 

8.4% 

509 802 892 

556 662 414 

527 822 316 

Fines 

29.4% 

8 650 010 

6 680 062 

3 605 936 


' EXPENDITURE 


The totaf expenditure of the municipality has decreased by R100 084 
R2 228 867 270 in 2018 to R2 128 782 167 in 2019. The following 
municipality's total expenditure performance over the four years: 


103 (4.5%) from 
table shows the 


Totaf expenditure trends 


Year 

Total Expenses ( R ) 

Expenditure increase/ 

(decrease) (R) 

% increase/ 

(decrease) 

2019 

2 128 783 167 

(100 084 103) 

(4.5%) 

2018 

2 228 867 270 

136 041 342 

7% 

' 2017 

2 092 825 928 

(475 529,058) 

(19%) 

2016 

2 568 354 986 

1.047 669 915 

68.9% 


There has been reduction in the overali expenditure over the past four years same period 
Over the four-year penod, expenditure has decreased by R349 571 819 (17%). Expenditure 


NEWCASTLE MUNICIPALITY 


DRAFT ANNUAL REPORT 2018/19 


147 


























































items which have attributed to the reduction R10Q 084 103 between 2018 and 2019 are 
depreciation, debt impairment, bulk purchases and contracted services. 


Below is a table of the proportionate contributions of each expenditure element to total 

expenses at the end of 2019. It is clear from the table that major expenditure drivers for the 
municipality are Ihe following: 

• Bulk purchases 

• Employee related costs 

• General expenses 

• Depreciation, amortisation and impairments. 

■ Debt impairment; and 

• Contracted services. 


Contrition of expenditure items to totaf expenditure 


Line Jtem 

% Contribution 

2019 

Employee related costs 

27% 

567 840 894 

Remuneration of councillors 

1% 

24 481 651 

Depreciation and amortisation 

17% 

369 427 699 

Finance costs 

4% 

79 777 180 

Debt impairment 

8% 

179 747 429 

Collection costs 

0% 

778 122 

Bulk purchases 

24% 

521 388 272 

Contracted services 

5% 

116 099 751 

General expenses 

13% 

269 242 169 
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The municipality's employee related costs represents 27% of total operational expenditure 

theNahonTiT e * lower than the Prescribed threshold of 35% determined by 

the National Treasury. If however the non-cash items are excluded, the employee related 

fife? rz? 36% ' Wh " e !! needS 10 be ^nlioned that critical vacant positions need to be 
filed order lo ensure adequate service delivery, it is however not possible to fill all 
positions at this stage due to the financial position of the municipality. 


?ni ft °^ r ^ ases represents 24% of Ihe municipality a total expenditure When compared to 
2018, bulk purchases decreased by R18 million. The decrease is due to the decrease is 

C?^SArrT H T*!"* ma ’° r business con5urners <*> Soulh African Calcium 

eventually liquidated™*” " eSS ,e9C “ e dU " n9 ,he 20,9 financial 


Depreciation contributes 17% to Ihe total expenditure. The major assets reaching its useful 

ivm over e years coupled with revaluation of infrastructure assets resulted in Icwer 
depreciation cost when compared to 2018. 


Debl impairment contributes 8% lo Ihe tolal expenditure of the municipality, with an 

? , Wben COmpared [ ° 2018 Additional provision for debt ilnpaiunenl 

IS a clear indication of the municipality's challenges to collect outstanding debt 


Genera expenses contnbuted 13% of ihe total expenditure. This in an increase of R3 4 

mS.? T 8 W 16 SOme ° f *" increase is attributed to the reclassification due to the 
mtSCOA for items previously classified as Repairs and Maintenance, however there is a 

sfr?? he munlcl[ ’ alrty to reduce eype^'lure through cost containment measures and 

SI-Ta Icy I eS. 


Contracted services represent 5% of the municipality's tolal expendilures This represenls a 
reducfico of R,7 luillton from 2018 finarxda, year The increase is due ,0 toe SZ32S 

o the Repays and Maintenance to general expenditure as well as the cos! containment 
measures as implemented by the municipality. 


The following table depicts movements of major expenditure drivers: 
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Movement of major expenditure drivers 


Expenditure driver 

% 

Increase 

2019 

2018 

2017 

2Q16 

Employee related 
costs 

3.4% 

567 840 894 

548 805 318 

495 757 
, 372 

489 601 

018 

Depreciation 

(18%) 

369 427 699 

449 661 715 

472 110 

1 422 

456 740 

714 

Debt impairment 

(14%) 

179 747 429 

208 940 574 

69 517 589 

542 782 

561 

Bulk purchases 

(3.6%) 

521 388 272 

540 941 513 

558 945 

739 

513 530 

461 

General expenses 

_J. 

(1.2%) 

269 242 169 

272 732 138 

_J. 

222 485 

641 

257 574 

117 


Between 2018 and 2019. employee related cost has increased by 3.4% due the annual 
salaries increases and filling of new positions. The depreciation also reduced by 18% due to 
some assets reaching ils useful lives as well as the revaluation of infrastructure assets Debt 
impairment recorded a reduction of 14% during this period. This is due to the municipality 
emg able to collect its revenue. Bulk purchases recorded a decrease of 3 6% during the 

— rr h deCfeaEe fS dUe the ,OW eleclricil y demand from one of the 
municipality s major business consumers, which was placed under business rescue General 

expenses recorded an increase of 1.2% due to reclassification of expenditure as required by 
the mSCOA reporting reform as well as the implementation of cost containment measures 


NET OPERATIONAL PERFORMANCE 


As at the end of 2019. the municipality recorded a deficit of R310 4S6 277 which is an 
enp-ovement of Rt27 942 197 (29%) from ,he defied of R438 398 474 .hat was recorded* 
2018. The deficil wes manly as a resell of the non-cash items such as depreoration and deb. 
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impairment, which have no impact on the municipality's cash flow. While this is the case it 

however also noted that there is need for the municipality to cut down on contracted 

services, general expenditure and Finance cost in order to bring down its deficit. The 

municipality must establish and implement cost containment measures and strateqies in this 
regard. 53 


_f n CUfrent p,cture ,s a cal1 for concern - where revenue generated by the municipality in 
2019 was not adequate to cover all expenses that that municipality incurred The total 
revenue of the municipality increased by only 1%. which was far below the inflation The 
municipality continued to operating in the deficit position of R310 million, which means non- 
cash . ems are currently not cash-backed. This is a clear indication that the municipality is 
s rugglmg to carry itself in as far as day to day operations are concerned. The municipality 
will be to develop and implement serious turnaround strategies in order to turn the tide. 


I UNAUTHORISED IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 

Despite a number of measures already implemented, the municipality continued to incur 
unauthorised, irregular and fruitless and wasteful expenditure during 2019 financial year, 
Since 2015, the municipality has been incurring such expenditure and has failed to exercise 
consequence management in order to ensure that such expenditure is investigated and 


As al 30 June 2019, the municipality recorded unauthorised expenditure of R918 million of 
which R47 430 relates to 2019 and R793.8 million relates to the previous financial years 
Most of the unauthorised expenditure for the current year is attributable general expenses, 
debt impairment and employee-related costs. Unauthorised expenditure for the previous 
financial years has already reported to council and handed over to MPAC for investigation 
The process of investigation in ongoing. 


The municipality also recorded fruitless and wasteful expenditure of R38.6 million as at 30 
June 2019. of which R28.7 million relates to the 2019 and R9.9 million relates to previous 
financial years. The bulk of the fruitless and wasteful expenditure is attributable to late 
payment of Eskom, Loans and SARS due to the municipality’s cash flow challenges. The 
municipality further incurred fruitless and wasteful expenditure due impairment of other 
assets for projects that could not be completed Fruitless and wasteful expenditure for the 
previous financial years has already reported to council and handed over to MPAC for 
investigation. The process of investigation in ongoing. 


The municipality further recorded irregular expenditure of R370.2 million, of which R86 8 
million relates to the 2019 and R283.3 million relates to the previous financial years. The 
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bulk of irregular expenditure is attributable to payments made on expired contracts, awards 
made to persons in the service of state and contracts where SCM procedures were not 
properly followed, irregular expenditure for the previous financial years has already reported 

to council and handed over to MPAC for investigation. The process of investigation in 
ongoing. 


[tJtSTRIBUTlON LOSSES 

Distribution losses relates to losses incurred by the municipaiity due to failure of the 
municipafity to bill for services, bul where a services commodily has either been utilised by 
the consumer, or lost in the supply network. Distribution losses are recorded in respect of 
water and electricity. 


In 2019, the municipality recorded water distribution losses of R45.1 million, representing 
46.6% of the water volumes supplied during the year. This a massive loss recorded by the 
municipality. The water Josses decreased by 0.8% (R389 877) when compared to 2018 
financial year National Treasury requires that water distribution losses be curbed at 30%. 
The water distribution iosses are due to leaks from transmission and distributions mains, 
leaking on service connections up to the consumer's meters. Commercial distribution losses 
are attributable to unauthorised/rllegal connections, meter bypass, illegal use of fire hydrants 


In 2019, the municipality recorded electricity distribution losses of R18.7 million, representing 
5 3% of the electricity volumes supplied during the year. These losses are befow the norm of 
7% required by National Treasury. The losses increased by 22.2% (R3.4 million) when 
compared to 2018 financial year. The electricity distribution Josses are attributable to the 
standard fine losses, unmetered own consumption on street lighting, free basic services and 
traffic lights. Other losses relate to unrecorded electricity delivery, illegal connections, faulty 
and incorrect calibration of meters. 


6.4 FINANCIAL POSITION 

The analysis of financial position covers two major sections, namely assets and liabilities. 
Each of these sections is discussed below. 


ASSETS 

As at the end of 2019, the municipality recorded total assets of R8.1 billion, which comprise 
of Property. Plant and Equipment, Cash and cash equivalent, Investment Property, 
Intangible Assets, Investment in Associate, Receivables, Inventory and Consumer Debtors 
It is worth mentioning thai property, plant and equipment of the municipality amounted to 
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RS 8 billion {84% of total assets) at the end of 2019, and this is a good indicator of the 
municipality's capacity to render service delivery to communities that it serves Net 
consumer debtors amounted to R487 million, while gross consumer debtors amounted to 
R1.5 billion. This is also a dear an indication of the municipality's inability to coliect is 
debtors. 


Total asset structure 


Asset Item 


2018 

2017 

Total Assets 

8103 403 608 

8 040 159 656 

8 289 313 593 

Property, Plant & Equipment 

6 787 874 567 

6 953 635 738 

7 044 454 625 

Cash & cash equivalents 

9 999 201 

57 464 870 

50 507 758 

Investment Property 

355 813 618 

440 816 000 

365 022 000 

Heritage Assets 

11 488 232 

11 199 875 

6 991 102 

Intangible Asset 

3 001 185 

5 585 264 

8 686 539 

1 Investments in Associate 

234 927 851 

269 999 530 

301 163 242 

Inventory 

14 040 157 

12 462 150 

15 223 528 

Consumer Debtors 

487 636 398 

483 690 211 

444 854 636 

Other Debtors 

95 524 382 

77 882 454 

52 409 731 


For the sake of clarity it is necessary to unpack these assets as follows: 


CONSUMER DEBTORS 
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The consumer debtors are recorded R487 636 398 on the face of the financial 
estate merits. This a figure represents net balance of gross debtors of R1 524 636 219 less 
the provision for debt impairment of R1 036 999 821. This will indeed have a negative impact 
on the municipality's liquidity position if it not addressed urgently. Hence, it is important that 
municipality keep on re-examining the effectiveness of its credit control and debl collection 
strategies with a view to curb or reduce the current level of consumer debtors. 


PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment are tangible items that: 

• are held for use in the production or supply of goods or services, for rental to others, 
or for administrative purposes, and 

• are expected to be used during more than one reporting period 


The municipality has significantly invested in assets which augur well for service delivery 
Property, plant and equipment assets decreased by 2.3% (R165 761 171) from R6 953 635 
738 in 2018 to R6 787 874 564 in 2019. The decrease is due to the depreciation of assets 
during the year. Property, Plant and Equipment represents 84% of the capital structure of 
the municipality. 


| CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash invested with banks. Cash and cash equivalents are 
short-term highly liquid investments that are held with registered banking institutions with 
maturities of six months or less and are subject to an insignificant risk of change in value. 


For the purposes of the cash flow statement, cash and cash equivalents comprise cash on 
hand, deposits held on call with banks and investments in financial instruments, net of bank 
overdrafts. Cash and cash equivalent of the municipality has decreased by R47.4 million 
(82%) in the current period from R57 464 870 in 2018 to R9 999 201 in 2019. 
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INVESTMENT PROPERTY 

Investment property is Properly (land or a building - or part of a building - or both) held (by 
the owner or by the lessee under a finance lease) to earn rentals or for capital appreciation 
or both, rather than for: 

« use in the production or supply of goods or services or for administrative purposes, or 
• Sale in the ordinary course of operations. 


Investment Property represents 4.4 % of the total assets of the municipality. Most of 
Investment Property is vacant land which means the municipality has adequate potential to 
facilitate development, which bode well for the future revenue growth The Investment 
property has decreased by R85 million from 2018 due to the fair value adjustment assessed 
in the current year as well as disposal of other properties. As at the end of 2019, Investment 
Property was stated at R355.8 million. 


INVESTMENT iN ASSOCIATE 

Investment in Associate represents the municipality s 34% stake in Uthukela Water The 
investment has decrease from R269 999 530 in 2018 to R234 927 851 in 2019, representing 
a decrease of R35 million (13%). This decrease attributable to the decrease in the net assets 
value of Uthukela Water as the Entity continues to incur operating deficit. 


| LIABILITIES 


As at 30 June 2019, the liabilities of the municipality were stated just in excess of a R1.4 
billion as reflected below. 


Total liability structure 


Liability Item 

2019 

2018 

2017 

Total liabilities 

1 416 125 

990 

1 339 531 

312 

1 155 027 

708 

Long-term loans 

400 805 603 

402 570 627 

447 215 530 
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Curent/Non-currenl provision: 

landfill site 

28 843 889 

31 292 755 

31 217 649 


Non-current provisions: defined 
benefit plan obligations 

148 355 252 

145 207 202 

128 168 731 

Non-current Finance Lease 

Obligation 

392 517 

24 309 

1 234 909 

Consumer Deposits 

23 497 274 

18 966 524 

14 334 239 

Unspent Conditional Grants and 
Receipts 

33 439 273 

56 316 815 

41 556 011 

Finance Lease Obligation 

652 924 

233 511 

168 853 

Current Portion of Long-term loans 

29 598 172 

29 483 981 

32 002 485 

Payables from exchange 

transaction 

735 890 350 

621 200 746 

451 522 945 

Current provisions: defined benefit 
plan obligations 

8 667 735 

7 997 613 


For the sake of clarity it is necessary to unpack these liabilities further as follows: 



j LONG-TERM LOANS 


The Long Term loans have decreased by R5-6 million due to repayment to the existing loans 
during the year. The municipality has not taken any loans in the current financial year. The 
total loans amounts to R426 403 775 with DBS A and ABSA being owed R157 725 321 and 
R260 670 454 respectively. Due to the cash-flow challenges, the municipality embarked on a 
process of restructuring its loans with both institutions during the year. The intention was to 
get the short-term relief on repayments in order to reduce its instalments. 


CURRENT PROVISION FOR LANDFILL 5ITF 

In terms of the licencing of the landfill refuse site, council will incur rehabilitation costs of R 
28,0 million to restore the site at the end of a five-year period, as estimated by the 
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engineers. Provision has been made for the net present value of this cost using the average 
cost of borrowing interest rate. The remaining useful life of the current landfill site is one 
year, hence the provision for the current liability. 


| CONSUMER DEPOSITS 

Deposits held in lieu of providing municipal services on credit. This amounted to just over 
R23.4 million at the end of 2019 financial year. This represents an increase of 24% (R4,5 
million) from 2018 financial year. Council passed a resolution to increase the consumer 
deposits by a substantial amount, such that it is able to cover at least 50% an average 
monthly consumer account. 


NON-CURRENT PROVISIONS; PLAN OBLIGATIONS 

The municipality provides retirement benefits for all its permanent employees. This means 
that should the Retirement Fund gets liquidated, the municipality will be required to fulfil the 
obligation to retired employees. The provision is currently stated at R148.3 million. This 
represents an increase of 2.1% (R3 1 million) from 2018 financial year The increase is 
attributable to annual salary increases 


[unspent conditional grants 

These are conditional grants from other spheres of government. The amounts represent the 
obligation of the municipality to comply with the conditions of the grant. If the municipality 
fails to fulfil the obligations, it will be required repay the money to the National Revenue 
Fund. The unspent conditional grants are stated at R33.4 million as at the end of 2019 
financial year. The municipality has submitted applications for roit-overs in relevant 
government departments. All roll-overs were approved by relevant Transferring Departments 
and National Treasury. with the exception of the Water Service Infrastructure Grant (WSIG) 
and Electrification grant. Should National Treasury decline the application, the implication is 
that the municipality will be required to revert an amount of R8.3 million to the National 
Revenue Fund before the end of the 2019/20 financial year. 


| PAYABLES FROM EXCHANGE TRANSACTIONS 

Payables from exchange transactions represents amounts invoiced or sen/ices received by 
the municipality where services have been rendered and not yet paid for. These include, 
amongst other things, trade creditors, retentions, leave and bonus provision payable to staff 
members. As at 30 June 2019, the municipality recorded payables from exchange of 
R735.8 million (2018: R621.2 million). This an increase of R214 6 million (34%). Trade 
creditors contribute R439.2 million (2018: R362.9 million) to the total payables from 
exchange, which represents 60%. This is a clear indication of the cash flow challenges 


NEWCASTLE MUNICIPALITY 


DRAFT ANN UAL REPORT 2018/19 


157 























currently faced by the municipality, which has resulted in a municipal tty not being able to pay 
its creditors. 


6,5 FINANCIAL RATIOS 

The municipality can utilize financial ratios to aid in managing their cash position as well as 
alert them to the possibility of financial difficulties. The municipality needs to also consider 
the trends and patterns over the various financial periods and thus ascertain a better 
understanding of their cash position 


SOLVENCY RATIO 

The municipality remains solvent with total assets in excess of total liabilities. This is a 
comforting scenario, as the municipality continues to invest in assets. During the 2018/2019 
financial year, over R147 million worth of new assets were invested into the infrastructure. 
As outlined in the table beiow, the solvency position (ratio of assets lo liabilities) of the 
municipality has decreased from in 6.3 in 2018 to 5.7 in 2019. The decrease is due to the 
depreciation of assets, investment properties and investments in associates between the two 
financial years. The increase in trade payables, defined benefit plan and the unspent 
conditional grants also resulted into the lower solvency position 


The table below illustrates our solvency situation for the three years being analysed. Of 
concern is the fact that the ratio keeps decreasing as years go by, which means that the 
municipality may end up having challenging in honouring their obligations in future if no 
action are taken to improve the situation: 


Solvency ratio 


Item 

2019 

2018 

2017 

Assets 

8103 403 608 

8 312 738 092 

8 289 313 593 

Liabilities 

1 416 125 990 

1 315 069 688 

1 155 027 708 

Ratio 

5.7 

6.3 

7.1 


| CURRENT RATIOS 
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As evident from the table below, the capacity of the municipality to fulfil its short term 
obligations is negative. The ratio has slightly improved from 0.84 in 2018 to 0.85 2019. The 
current status indicates that the municipality's current assets collectable within the next 
twelve months will not be able to cover the liabilities payable within the same period. This 
represents a very dire financial state of affairs. National Treasury requires municipalities to 
maintain the liquidity ratio of at least 1.5. The ratio of 0.84 for the municipality is way below 
the National Treasury norm. The municipality will need to implement measure to reduce its 
short-term liabilities as it is already struggling to meet such obligations. 


Item 

2019 

2018 

2017 

Current Assets 

710 298 155 

631 499 685 

562 996 085 

Current Liabilities 

837 728 729 

767 267 550 

548 190 889 

Ratio 

0.85 

0.82 

1.02 


| NET CASH POSITION 

Net cash position is an attempt to reflect the cash position of the municipality after some of 
its key obligations have been covered. It seeks to reflect what cash will be available after the 
key obligations have been paid. This in assumption that the municipality will not receive any 
additional cash. 

Net of Unspent Conditional Grants 

(Cash and Cash Equivalent - Unspent Conditional Grants) 

(R9 999 201 - R33 439 273) 

Net Cash Position - R23 440 073 

Conditional grants are provided to municipalities for a specific purpose and cannot be used 
for the general operations of the municipality. This ratio identifies whether the municipality 
has sufficient funds to ensure the cash backing of Unspent Conditional Grants At the end of 
2019, unspent conditional grants were not cash-backed by at least R23.4 million. 
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NET CASH POSITION (NET OF UNSPENT CONDITIONAL GRANTS AND HDFJ 

(Cash and Cash Equivalent - Unspent Conditional Grants - Housing Development Fund) 
(R9 999 201 - R33 439 273 - R28 021 720) 


Net Cash Position: -R51 461 793 

This ratios indicates that as at the end of 2019. availabie cash was inadequate to repay 
conditional grants and the Housing Development Fund should such funds be required to be 
paid to relent government departments. This implies that the municipality was required 
additional cash of R51.4 million in order to honour such requirements 

' NET CASH POSITION (NET OF UNSPENT CONDITIONAL GRANTS AND HDF AND TRADE PAYABLES) 

(Cash and Cash Equivalent - Unspent Conditional Grants - Housing Development Fund - 
Trade Payables) 


(R9 999 201 - R33 439 273 - R28 021 720 - R439 274 542) 
Net Cash Position: -R490 736 335 


This ratios indicates that as at the end of 2019, available cash was inadequate to repay 
conditional grants and the Housing Development Fund and creditors This implies that, as at 
30 June 2019, the municipality was operating at a cash deficit of R490.7 million. 


6.6 CONCLUSION 

Although revenue has increased during 2019 financial year, such increase was however not 
adequate to cover the level of expenditure that the municipality has incurred over the same 
period. Increase in non-cash items such as depreciation and debt impairment also had an 
impact in the deficit as at the end of 2018. This is a clear indication that the municipality's 
reserves and provisions have not been adequate to deal with these expenses should the 
need arise in future. 


The 2020 is still going to be a very challenging year for the municipality, given its cash-flow 
challenges. Unless stringent majors are taken to collect more revenue and to curb 
expenditure, it is clear the municipality is heading for further financial challenges. The 
municipality may need to slow down of its operations and ensure that as little as possible 
capital projects are funded internally. Furthermore the municipality will need to develop a 
broad turn-around financial strategy that will seek to address all its financial matters. 
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CHAPTER 7 AUDITOR GENERALS REPORT FOR 201R’19 


| 7 1 AUDITOR GENERAL'S REPORT FOR THE 2018/19 FINANCIAL YEAR 


Report of the auditor-general to the KwaZulu-Natal Provincial Legislature 
And the council on Newcastle Municipality 

Report on the audit of the financial statements 

Opinion 

1. I have audited the financial statements of the Newcastle Municipality set out on pages 
xx... to xx..., which comprise the appropriation statement, the statement of financial position 
as at 30 June 2019. the statement of financial performance, statement of changes in net 
assets, cash flow statement and statement of comparison of budget and actual information 
for the year then ended, as well as the notes to the financial statements, Including a 
summary of significant accounting policies. 

2. In my opinion, the financial statements present fairly, in all material respects, the financial 
Position of the Newcastle Municipality as at 30 June 2019 and financial performance and 
ash 

flows for the year then ended in accordance with South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and 
The Division of Revenue Act of South Africa (Act no.3 of 2017) (Dora). 

3. t conducted my audit in accordance with the International Standards on Auditing 
(iSAs).My responsibilities under those standards are further described in the auditor 
general's responsibilities for the audit of the financial statements section of this auditor's 
report. 

4.1 am independent of the municipality in accordance with sections 290 and 291 of the 
International El hies Standards Board for Accountants' Code of ethics for professional 
accountants and, parts 1 and 3 of the International Ethics Standards Board for Accountants* 
International Code of Ethics for Professional Accountants (including Internationa / 
Independence Standards/ (IESBA codes) as well as the ethical requirements that are 
relevant to my audit in South Africa. I have fulfilled my other ethical responsibilities in 
accordance with these requirements and the IESBA codes. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my opinion. 

Emphasis of matters 

6, I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Uncertainty relating to the future outcome of exceptional litigation 
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7. As disclosed in note 44 to the financial statements, various legal claims were lodged 
against the municipality The ultimate outcome of these claims was not determinable at year 
end. hence the financial statements did not include any liabilities that could have resulted 
from them 3 

Restatement of corresponding figures 

8. As disclosed in note 46 to the financial statements, the corresponding figures for 2017-18 
were restated as a result of an error in the financial statements of the municipality at, and for 
the year ended. 30 June 2019. 

Material losses/ impairments - trade debtors 

9. As disclosed in note 12 to the financial statements, material losses of R36.9 million 
(2017-18: R30 million) were incurred as a result of a provision for impairment of receivables 
from non-exchange, 

10. As disclosed in note 13 to the financial statements, material losses of R914.5 million 
(2017-18: R843.8 million) was incurred as a result of an allowance for impairment of 
consumer debtors. 

Material fosses - water 

11 As disclosed in note 57 to the financial statements, material water losses of R45.1 million 
(2017-2018: R45.4 million) were incurred, which represents 47% (2017-2018: 49%) of total 
water purchased The losses are mainly due to leaks, burst pipes and illegal connections. 

Material losses - electricity 

12. As disclosed in note 58 to the financial statements, material electricity losses of R18.7 
million (2017-2018: R15.3 million) was incurred, which represents 5% (2017-2018: 4%) of 
total electricity purchased. The losses are mainly due to illegal connections and faulty 
meters. 

Other matters 

13. I draw attention to the matters below. My opinion is not modified in respect of these 
matters 

Unaudited disclosure notes 

14. In terms of section 125(2) (e) of the MFMA. the municipality is required to disclose 
particulars of non-compliance with the MFMA in the financial statements. This disclosure 
requirement did not form part of the audit of the financial statements and, accordingly, I do 
not express an opinion on it. 

Responsibilities of accounting officer for the financial statements 

15. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance wilh GRAP and the requirements of the MFMA. and for 
such internal control as the accounting officer determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to 
fraud or error. 
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16. Jn preparing the financial statements, the accounting officer is responsible for assessing 
the Newcastle municipality s ability to continue as a going concern, disclosing, as applicable, 
matters relating to going concern and using the going concern basis of accounting unless 
the appropriate governance structure either intends to liquidate the municipality or to cease 
operations, or has no realistic alternative but to do so. 

4. Auditor-general's responsibilities for the audit of the financial statements 

17. My objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or error, 
and to issue an auditor s report that includes my opinion Reasonable assurance is a high 
level of assurance, but is not a guarantee that an audit conducted in accordance with the 
IS As will always detect a material misstatement when it exists. Misstatements can arise from 
fraud or error and are considered material if, individually or in aggregate, they could 
reasonably be expected to influence the economic decisions of users taken on the basis of 
these financial statements. 

18. A further description of my responsibilities for the audit of the financial statements is 
included in the annexure to this auditor s report. 

Report on the audit of the annual performance report 

Introduction and scope 

19. In accordance with the Public Audit Act of South Africa. 2004 (Act No. 25 of 2004) (PAA) 
and the general notice issued in terms thereof, f have a responsibility to report material 
findings on the reported performance information against predetermined objectives for 
selected objectives presented in the annual performance report. I performed procedures to 
identify findings but not to gather evidence to express assurance. 

20 My procedures address the reported performance information, which must be based on 
the approved performance planning documents of the municipality. I have not evaluated the 
completeness and appropriateness of the performance indicators/ measures included in the 
planning documents. My procedures also did not extend to any disclosures or assertions 
relating to planned performance strategies and information in respect of future periods that 
may be included as part of the reported performance information. Accordingly, my findings 
do not extend to these matters. 

21.1 evaluated the usefulness and reliability of the reported performance information in 
accordance with the criteria developed from the performance management and reporting 
framework, as defined in the general notice, for the following selected objectives presented 
in the annual performance report of the municipality for the year ended 30 June 2019: 

Objective Pages in the annual performance report 

Basic service delivery and infrastructure x - x 

22.1 performed procedures to determine whether the reported performance information was 
properly presented and whether performance was consistent with the approved performance 
planning documents. I performed further procedures to determine whether the indicators and 
related targets were measurable and relevant, and assessed the reliability of the reported 
performance information to determine whether it was valid, accurate and complete. 
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23. I did nol raise any material findings on the usefulness and reliability of the reported 
performance information for this objective: 

Other matters 

24.1 draw attention to the matters below. 

Achievement of planned targets 

25. Refer to the annual performance report on pages xx... to xx... for information on the 
achievement of planned targets for the year and explanations provided for the under/over 
achievement of a significant number of targets. 

Adjustment of material misstatements 

26. I identified material misstatements in the annual performance report submitted for 
auditing. These material misstatements were on the reported performance information of 
Basic service delivery and infrastructure. As management subsequently corrected the 
misstatements, I did not raise any material findings on the usefulness and reliability of the 
reported performance information. 

Report on the audit of compliance with legislation 

Introduction and scope 

27. In accordance with the PAA and the general notice issued in terms thereof, I have a 
responsibility to report material findings on the compliance of the municipality with specific 
matters in key legislation. I performed procedures to identify findings but not to gather 
evidence to express assurance. 


28 The material findings on compliance with specific matters in key legislations are as 
follows: 

Annual financial statements 

29 The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122(f) of the MFMA. Material misstatements 
of non-current assets, current liabilities, and disclosure items identified by the auditors in the 
submitted financial statement were subsequently corrected, resulting in the financial 
statements receiving an unqualified audit opinion. 

Expenditure management 

30. Money owed by the municipality was not always paid within 30 days as required by 
section 65(2)(e) of the MFMA. 

31. Reasonable steps were not taken to prevent irregular expenditure amounting to R79.07 
million as disclosed in note 53 to the annual financial statements, as required by section 
62(1 )(d) of the MFMA, The majority of the irregular expenditure was caused by payments 
made to contracts where SCM procedures were not followed. 
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32. Reasonable steps were not taken to prevent fruitless and wasteful expenditure 
amounting to R28.64 million, as disclosed in note 52 to the annual financial statements in 
cont rave niton of section 62(1 )(d) of the MFMA. The majority of the disclosed fruitless and 
wasteful expenditure was caused by late payments on expenditure 


Procurement and contract management 


33. Some of the goods and services with a transaction value of below R2G0 000 were 
procured without obtaining the required price quotations, in contravention of by SCM 
regulation 17(a) and (c). * 


34. Some of the goods and services of a transaction value above R200 000 were procured 
without inviting competitive bids, as required by SCM regulation 19(a). Deviations were 
approved by the accounting officer even though it was not impractical to invite competitive 

bids, in contravention of SCM regulation 36(1). Similar non-compliance was also reported in 
the prior year. 

35. Bid specifications for some of the tenders were drafted in a biased manner and did not 

a ow all potential suppliers to offer their goods or services, in contravention of SCM 
regulation 27(2)(a). 


36. Bid documentation for procurement of commodities designated for local content and 
production, did not stipulated the minimum threshold for local production and content as 

required by the 2017 preferential procurement regulation 8(2), Similar non-compliance was 
also reported in trie prior year. 


37. Competitive bids were adjudication by a bid adjudication committee that was not 
composed in accordance with SCM regulation 29(2). 

fl C ^ m0ditres Seriated for local content and production, were procured from suppliers 
Who did not meet the prescribed minimum threshold for local production and content, as 
required by the 2017 preferential procurement regulation 8(5). Similar non-compliance was 
also reported in the prior year. 

Consequence management 

39. Unauthorised, irregular and fruitless and wasteful expenditure incurred by the 
municipality was not investigated to determine if any person is liable for the expenditure as 
required by section 32(2)(a) and (b) of the MFMA. 

Other information 

40. The accounting officer is responsible for the other information. The accounting officer is 
responsible for the other information. The other information comprises the information 
included in the annual report which Includes the accounting officers foreword and the audit 
committee's report. The other information does not include the financial statements, the 
auditors report and those selected objectives presented in the annual performance report 
thal have been specifically ‘reported in the auditor's report. 
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41. My opinion on the financial statements and findings on the reported performance 
information and compliance with legislation do not cover the other information and I do not 
express an audit opinion or any form of assurance conclusion thereon. 

42. In connection with my audit, my responsibility is to read the other information and, in 
doing so, consider whether the other informalion is materially inconsistent with financial 
statements and the selected objectives presented in the annual performance report, or my 
knowledge obtained in the audit, or otherwise appears to be materially misstated. 

43. I did not receive the other information prior to the date of this audit report. When I do 
receive and read this informalion, if I conclude lhal there is a material misstatement therein, f 
am required to communicate the matter to those charged with governance and request that 
the other information be corrected. If the other information is not corrected, I may have to 
retract the auditor's report and re-issue an amended report as appropriate. However, if it is 
corrected this will not be necessary. 

Internal control deficiencies 

44. i considered internal conlrol relevant to my audit of the financial statements, reported 
performance information and compliance with applicable legislation; however, my objective 
was not to express any form of assurance on it. The matters reported below are limited to 
the significant internal control deficiencies lhat resulted in the findings on compliance with 
legislation included in this report. 

45 Lack of adequate reviews and reconciliation of information reported in the financial 
statements resulting in material misstatements being identified during the audit, these were 
subsequently corrected by management resulting in an unqualified audit opinion. Supply 
chain management policies and procedures along with applicable legislation were not 
adhered to. resulting in increased irregular expenditure and compliance deficiencies. 
Furthermore, consequences for transgressions were not investigated to ensure that 
responsible officials were appropriately disciplined. 

Annexure - Auditor-general’s responsibility for the audit 

1 As part of an audit in accordance with the ISAs, I exercise professional judgement and 
maintain professional scepticism throughout my audit of the financial statements, and the 
procedures performed on reported performance information for selected objective and on the 
municipality's compliance with respect to the selected subject matters. 

Financial statements 

2. In addition to my responsibility for the audit of the financial statements as described in this 
auditor's report, I also: 

identify and assess the risks of material misstatement of the financial statements whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and 
obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion. The 
risk of not detecting a materia! misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control 
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obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the municipality's internal control 

evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the accounting officer 

conclude on the appropriateness of the accounting officer’s use of the going concern basis 
of accounting in the preparation of the financial statements I also conclude, based on the 
audit evidence obtained, whether a material uncertainty exists related to events or conditions 
that may cast significant doubt on the Newcastle municipality's ability to continue as a going 
concern, jf! conclude that a material uncertainty exists, I am required to draw attention in my 
auditor's report to the related disclosures in the financial statements about the material 
uncertainty or, if such disclosures are inadequate, to modify the opinion on the financial 
statements. My conclusions are based on the information available to me at the date of this 
auditor's report However, future events or conditions may cause a municipality to cease 
continuing as a going concern 

evaluate the overall presentation, structure and content of the financial statements, 
including the disclosures, and whether the financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation 

Communication with those charged with governance 

3. I communicate with the accounting officer regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that I identify during my audit. 

4. I also confirm to the accounting officer that I have complied with relevant ethical 
requirements regarding independence, and communicate all relationships and other matters 
that may reasonably be thought to have a bearing on my independence and, where 
applicable, related safeguards. 


(The signed report is attached as Annexure E) 


1.2 MANAGEMENT ACTION PLAN TO ADDRESS THE AUDITOR GENERALS REPORT 

1. INTRODUCTION 

Section 131. (1) Of the Municipal Finance Management Act no 56 of 2003 states that "A 
municipality must address any issues raised by the Auditor-General in the audit report. It is 
with great pleasure to report that Newcastle Municipality received an "UNQUALIFIED" Audit 
opinion in respect of 2018/19. 
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The Municipality is committed to maintain the status quo on positive audit outcomes whilst 
still pursuing clean audit opinion, hence, in accordance with the abovementioned legislative 
requirement, the Municipality drew up an action plan to address the issues raised by the 
auditor- General in the audit report of 2018/19 financial year with a view of improving on the 
current audit outcomes as alluded to above. 


2, MANAGEMENT RESPONSIBILITY 

Section 62 (1) of the Municipal Finance Management Act no 56 of 2003 slates that The 
accounting officer of a municipality is responsible for managing the financial administration 
of the municipality, and must for this purpose take all reasonable steps to ensure:- 

a) that the resources of the municipality are used effectively, efficiently and economically; 

b) that full and proper records of the financial affairs of the municipality are kept in 
accordance with any prescribed norms and standards; 

c) that the municipality has and maintains effective, efficient and transparent systems- 

(i) of financial and risk management and internal control; and 

(ii) of internal audil operating in accordance with any prescribed norms and standards: 

d) that unauthorised, irregular or fruitless and wasteful expenditure and other losses are 
prevented; 


Furthermore, Section 78 (1) of the Municipal Finance Management Act no. 56 of 2003 states 

that '“Each senior manager of a municipality and each official of a municipality exercising 

Financial management responsibilities must take ail reasonable steps within their respective 

areas of responsibility to ensure; 

(a) that the system of financial management and internal control established for the 
municipality is carried out diligently; 

(b) that the financial and other resources of the municipality are utilised effectively, 
efficiently, economically and transparently; 

(c) that any unauthorised, irregular or fruitless and wasteful expenditure and any other 
losses are prevented; 

(d) that all revenue due to the municipality is collected; 

(e) that the assets and liabilities of the municipality are managed effectively and that assets 
are safeguarded and maintained to the extent necessary; 

(f) that all information required by the accounting officer for compliance with the provisions 
of this Act is timeously submitted to the accounting officer: and 

(g) that the provisions of this Act, to the extent applicable to that senior manager or official. 
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including any delegations in terms of section 79, are complied with. 

(2) A senior manager or such official must perform the functions referred to in subsection (1) 
subject to the directions of the accounting officer of 
the municipality. 

Management is responsible for the development/designing, implementation, maintenance, 
and monitoring of an effective system of internal controls. 

The objectives of the system of internal controls are, inter alia, to provide management with 
reasonable, but not absolute assurance that: 

■ Risks are properly managed : 

• Assets are safeguarded; 

■ Financial and operational information is reliable; 

■ Operations are effective and efficient; 

• Laws and regulations are complied with; 

Internal controls are those actions, systems, policies, methods and procedures implemented 
by management to manage or reduce the likelihood and impact of inherent risk. Internal 
controls are embedded in the daily activities of the municipality. 

Attention must be drawn to management that there are inherent limitations in any system of 
internal control including human error and circumventions through collusion, therefore the 
prevention and detection of fraud forms part of management's responsibilities. 


Issues Raised by AG 

Management Action 

Target date 

Responsible 


plan 


Official 
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Issues Raised by AG 


Material uncertainty relating to 
financial sustainability 

I draw attention to note 49 to the 
financial statements, which 
indicates that the municipality 
incurred a deficit of R310,46 
million during the year ended 30 
June 2019 and, as of that date 
the municipality's current 
liabilities exceeded its total 
assets by Rl 27,43 million. As 
stated in note 49, these events or 
conditions, along with other 
matters as set forth in note 49. 
indicate that a material 
uncertainty exists that may cast 
significant doubt on the 
municipality's ability to continue 
as a going concern. 


Uncertainty relating to the 
future outcome of exceptional 
litigation 

With reference to note 44 to the 
financial statements, the 
municipality is the defendant in 
various lawsuits. The ultimate 
outcome on these matters could 
not be determined and no 
provision for any liability was 
made in the financial statements. 


Restatement of corresponding 
figures 

As disclosed in note 46 to the 
financial statements, the 
corresponding figures for 2017- 
18 were restated as a result of 
errors in the financial statements 
of the municipality at, and for the 
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Management Action 

plan 


Target date 


Responsible 

Official 


The financial recovery 
plan has been 
developed and will be 
monitored on a monthly 
basis To seek 
assistance from NT to 
assist with an 
assessment of going 
concern. 


Legal services unit will 
calculate the estimates 
based on pending civil 
lawsuits damages 
against the municipality 
in order make provision 
for liability in this regard, 
and then apply the same 
principle going forward. 


The interim financial 
statements are prepared 
and reviewed by 
management and Audit 
Committee in order to 
reduce any possible 
errors during the year. 


31 March 2020 CFO 


29 February 
2020 


MM 


29 

2020 


February 


CFO 
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Issues Raised by AG 

Management Action 
plan 

Target date 

Responsible 

Official 

year ended, 30 June 2019, 




Material 

losses/impairments — 
trade debtors 

As disclosed in note 12 to the 
financial statements, material 
losses of R36.86 million (2017- 
18: R30.02 million) were incurred 
as a result of a provision for 
impairment of receivables from 
non-exchange revenue 

To review debt 
impairment policy and to 
request assistance from 
Pro vi ncia 1 Trea s ury. 

31 March 2020 

CFO 

As disclosed in note 13 to the 
financial statements, material 
losses of R933.90 million (2017- 
18: R843.76 million) was 
incurred as a result of an 
allowance for impairment of 
consumer debtors 

The Municipality has 
embarked on a 
community outreach 
program which involves 
the setting up of satellite 
offices at schools, malls, 
hospitals and places of 
work. The emphasis is 
to bring services closer 
to the community and 
consumers and to 
encourage them to pay 
the monthly municipal 
bill by taking advantage 
of the incentive schemes 
in place. Furthermore, to 
review debt impairment 
policy. 

31 March 2020 

CFO 

Material losses - Water 

As disclosed in note 57 to the 
financial statements, material 
water losses of R45.10 million 
(2017-2018: R45.49 million) were 
incurred, which represents 47% 
(2017-2018: 49%) of total water 
purchased. The losses are 
mainly due to leaks, burst pipes 

Water losses task team 
has been established to 
address material water 
losses, including various 
water intervention 
programs which are 
commissioned by the 
Municipality aimed to 
improve water losses 
crisis, which includes 

31 March 2020 

SED: 

Technical 

services 
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Issues Raised by AG 

Management Action 
plan 

and illegal connections. 

the following; 

Water losses through 
leaks ( retrofitting), 

n Pressure 

Management and Water 
Supply Zoning, 

Water Pipe 
replacements, 

New water 
connections and 
distribution^ stand 
pipes, yard connections) 


The interim financial 
statements are prepared 
and reviewed by 
management and Audit 
Committee in order to 
reduce any possible 
errors during the year. 


The financial recovery 
plan has been 
developed and will be 
monitored on a monthly 
basis. Cost containment 
measures are followed 
by the Municipality to 
improve revenue, and 
adjustment budget will 
be reviewed by 25 
January 2020. 


Annual financial statements 

The financial statements 
submitted for auditing were not 
prepared in all material respects 
in accordance with the 
requirements of section 122(1) of 
the MFMA. Material 
misstatements of non-current 
assets, current assets, current 
liabilities, disclosure items and 
the cash flow statement identified 
by the auditors in the submitted 
financial statement were 
subsequently corrected, resulting 
in the financial statements 
receiving an unqualified audit 
opinion. 


Expenditure Management 

Money owed by the municipality 
was not always paid within 30 
days, as required by section 
65(2){e) of the o MFMA. 


Target date 


29 February 
2020 


29 February 
2020 


Responsible 

Official 


CFO 


CFO 
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Responsible 

Official 


Issues Raised by AG 


Reasonable steps were not 
taken to prevent irregular 
exp e n d i tu re amount!ng to R10 2,7 
million as disclosed in note 53 to 
the annual financial statements, 
as required by section 62(1 )(d) of 
the MFMA. The majority of the 
irregular expenditure was caused 
by payments made to contracts 
where SCM procedures were not 
followed 

Reasonable steps were not 
taken to prevent fruitless and 
wasteful expenditure amounting 
to R28, 6 million, as disclosed in 
note 52 to the annual financial 
statements, in contravention of 
section 62(1) (d) of the MFMA. 
The majority of the disclosed 
fruitless and wasteful 
expenditure was caused by late 
payments on expenditure 


Procurement and contract 
management 

Some of the goods and services 
with a transaction value of below 
R20Q 000 were procured wilhoul 
obtaining Ihe required price 


Management Action 
plan 


(a ) All deviations will be 
submitted by SCM unit 
to CRO for review prior 
to approval by MM 

(b) LIIFW report will be 
submitted to Finance 
portfolio committee for 
investigation regularly. 


(a) Ensure that all 
purchase orders 
issued are 
supported by 
evidentiary 
documentation 
indicating that 
supply chain 
management 
processes as 
established by 
the SCM policy 
were complied 
with, valid 
contracts, 
rotation of 
suppliers, etc. 


(b) A report of 
fruitless and 
wasteful 
expenditure will 
be submitted to 
Finance Portfolio 
Committee for 
investigation 
regularly, 

All transactions below R 
200 000 will be 
submitted to Manager- 
SCM for first review, and 
be forwarded to 
Director-SCM for second 
review to comply with 


Target date 


(a) 31 
January 
2020 

(b) 31 
March 
2020 


29 February 
2020 


29 February 
2020 


CFO 


CFO 


CFO 
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Issues Raised by AG 


Management Action 
plan 


quotations, in contravention of by 
SCM regulation 17(3) and ( c) 

Some of the goods and services 
of a transaction value above 
R200 000 were procured without 
inviting competitive bids, as 
required by SCM regulation 
19(a). Deviations were approved 
by the accounting officer even 
though it was not impractical to 
invite competitive bids, in 
contravention of SCM regulation 
36(1). Similar non-compliance 
was also reported in the prior 
year 

Bid specifications for some of the 
tenders were drafted in a biased 
manner and did not allow all 
potential suppliers to offer their 
goods or services, in 
contravention of SCM regulation 
27 (2) (a) 

Some of the bid documentation 
for procurement of commodities 
designated for focal content and 
production, did not stipulated the 
minimum threshold for local 
production and content as 
required by the 2017 preferential 
procurement regulation 8(2). 
Similar non-compliance was also 
reported in the prior year. 


Competitive bids were 
adjudicated by a bid adjudication 
committee that was not 
composed in accordance with 
SCM regulation 29 (2) 

Commodities designated for local 
content and production, were 
procured from suppliers who did 


SCM regulation 17 (a) 
and (c). 

All deviations will be 
submitted by SCM unit 
to CRO for review prior 
to approval by MM 


Municipal Manager to 
revise the structure of 
the Bid Specification 
Committee to Comply 
with SCM regulation 27 
(2) (a) 

To design and 
implement a checklist 
for all deviations to 
ensure compliance 
with regulation 8(2) of 
the preferential 
procurement 
regulations of 2017. 
Local content checklist 
will be submitted to 
RMU for monitoring 
purposes. 

Municipal Manager to 
revise the structure of 
the Bid Adjudication 
Committee to Comply 
with SCM regulation 29 
( 2 ) 

To design and 
implement a checklist 


Target date 


Responsible 

Official 


31 January 
2020 


MM 


31 January MM 
2020 


29 February 
2020 


CFO 


31 January MM 
2020 


29 February CFO 
2020 
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Issues Raised by AG 

Management Action 
plan 

Target date 

Responsible 

Official 

nol meet the prescribed 
minimum threshold for local 
production and content, as 
required by the 2017 preferential 
procurement regulation 8(5). 
Similar non-compliance was atso 
reported in the prior year 

for all suppliers who 
meet the prescribed 
minimum threshold for 
local production and 
content to ensure 
compliance with 
regulation 8(5) of the 
preferential 
procurement 
regulations of 2017. 

Local content checklist 

will be submitted to 

RMU for monitoring 
purposes. 



Consequence Management 

Some of the unauthorized 
expenditure incurred by the 
municipafity was investigated to 
determine if any person is liable 
for the expenditure, as required 
by section 32(2){a) of the MiFMA. 
Internal investigations are 
currently in progress on some of 
the unauthorized and fruitless 
and wasteful expenditure 

Management action 
plan 

Internal investigations 
are currently in progress 
on some of the 
unauthorised and 
fruitless and wasteful 
expenditure. Council 
had referred such UIFW 
expenditure to MR AC for 
further investigation. 

30 June 2020 

MM 

Some of the irregular 
expenditure and fruitless and 
wasteful expenditure incurred by 
the municipality were not 
investigated to determine if any 
person is tiable for the 
expenditure, as required by 
section 32(2)(b} of the MFMA. 
Internal investigations are 
currently in progress on some of 
the irregular and fruitless and 
wasteful expenditure 

To implement 
consequence 
management for the 
irregular expenditure 
and fruitless and 
wasteful expenditure 
incurred by the 
municipality. A report 
from the service provider 
(Ongoti Risk 

Management) were 
appointed to conduct 
investigations. 

30 April 2020 

MM 

Lack of adequate reviews and 
reconciliation of information 
reported in the financial 
statements resulting in material 

The Annual financial 
statements are prepared 
and reviewed by 
management and Audit 

30 June 2020 

CFO 
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Issues Raised by AG 

Management Action 
plan 

Target date 

Responsible 

Official 

misstatements being identified 
during the audit* these were 
subsequently corrected by 
management resulting in an 
unqualified audit opinion. Supply 
chain management policies and 
procedures along with applicable 
legislation were not adhered to, 
resulting in increased irregular 
expenditure and compliance 
deficiencies. Furthermore, 
consequences for transgressions 
were not investigated to ensure 
that responsible officials were 
appropriately disciplined. 

Committee in order to 
reduce any possible 
errors during the year. 
Audit Committee and 
Internal audit will be 
allocated sufficient time 
to review AFS 
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CHAPTER 8 ASSESSMENT BY THE ACCOUNTING OFFICER 


Newcastle Municipality has achieved a payment factor which indicates that an amount of 
R 1 523 433 522.74 was billed for the 2018/2019 financial year and an amount of 
R 1 216 461 701.79 was received in respect of that billed amount which results in an overall 
payment factor for 2018/2019 financial of 79.85%. This is a considerable improvement of the 
payment factor for the 2017/2018 financial year of 73.07%. an increase of 6.78%. 


COMPARISON OF 2018/19 AND 2019/20 
PAYMENT FACTOR 

82,00*4 
80,00% 
n.oo% 

76,00% 

74 , 00 % 

72 , 00 % 

70,00% 

68 , 00 % 

PAYME N T FA CT08 PAYME NT FA CTOft 

2017/13 2018/19 



The increase in the payment factor is attributable to the following: 

• The establishment of the in house credit control unit which enabled us to 
effectively carry out the credit control and debt collection policy, focusing on 
improving the disconnection of electricity and the restriction of water processes. 

• Councillor and employee debt was prioritised and processes such as appropriate 
payment arrangement plans and forced salary deductions proved to be effective 
in curbing the debt within this category. The payment factor for these categories 
has been on the upward trend as per the above table. 

• The outreach program focusing on encouraging the payment of municipal bills by 
the working class community by taking advantage of the incentive schemes in 
place proved to be instrumental in improving the payment factor in the Eastern 
Region from lows of 15% to now averaging at 42% a month. We believe this 
figure can be further increased to at least 50% in the 2019/2020 financial year. 
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Payment factor per service type: 


Service Type 

Payment factor - Year to date 

Electricity 

97.45 

’ Water 

51.82 

Waste Water Management 

47.45 

Waste Management 

51.68 

Rates 

7818 

Other 

64.94 

Total 

79.85 


Our target for the 2018/2019 financial year was 81% and we fal! short of our target by a 
mere 1 %, the main reasons for us not achieving our target is as follows: 

• SACC. one of our largest consumers of electricity, are once again experiencing 
financial difficulties and have once again entered a business rescue process There 
is uncertainty in respect of the future sustainability of the company, however the 
business rescue practioner is confident that the company will be able to recover from 
their current situation. The business rescue plan and process should be finalised by 
the end of July 2019. 

• The recovery of government debt has been slow, as per the table above. The main 
cause of this downward trend is that the staff member responsible for Government 
debt resigned in September 2018 and the position was only filled in June 2019. We 
are now working closely with National and provincial departments to assist with the 
recovery of the debt. We plan to clean up our government debt no later than 
September 2019 through various initiatives and intervention from National and 
Provincial Treasury. 


Although we have not achieved our target of 81% for the 2018/2019, we have significantly 
improved the payment factor from the previous year and we hope to continue with this 
upward trend of the payment factor by implementing various strategies and processes which 
include strict implementation of the credit control and debt control policy in the 2019/2020 
financial year. 

The revenue received by the municipality is utilised by the municipality for rendering and 
maintenance of services such as potable drinking water, electricity, sanitation and refuse 
removal including the distribution of refuse bags to residents. In terms of the Local 
Government Municipal Finance Management Act 56 of 2000, circular 71, municipalities are 
required to achieve at least 95% of the payment factor, however Newcastle Municipality is 
not achieving this norm, therefore the municipality has implemented an outreach program. 
The outreach program includes the following provides the community with the following: 


• Billing queries 

• Incentive schemes 

• Meter related queries (leaking / faulty meters) 
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* Methods of making payment 

* Explanation of how the municipal bill works 

* Importance of paying municipal bills 

■ Indigent applications 

Newcastle Municipality implemented the approved Revenue Enhancement Strategy during 
the 2018/19 financial year. The Revenue Enhancement Strategy had action plans that were 
implemented by departments for the increase in revenue. One of the most successful action 
plans emanating from the Revenue Enhancement Strategy for 2018/19 has been the 
Installation of Water Meters, replacement of faulty water meters, the AC Pipe Replacement 
Project and the Water Conservation Demand Management Project in Osizweni. This action 
plan resulted in the municipality reducing water loss by 2. 49% compared to the previous 
financial year 


We are committed to increasing the payment factor even further through various initiatives 
which include inter-governmental engagements and we have the necessary policies end 
plans in place to ensure that we achieve norm of 95% payment factor. Newcastle 
Municipality has an approved Revenue Enhancement Strategy for implementation in the 
2019/20 financial year, the Revenue Enhancement Strategy has action plans that will be 
executed by the municipality to ensure that we increase revenue in various innovative ways. 


CHAPTER 9 AUDIT COMMITTEE REPORT FOR THE 2018/19 FINANCIAL YEAR 


The Audit Committee (AC) of Newcastle Municipality was established by Municipal Council 
in accordance with section 166 (1) of the Municipal Finance Management Act (MFMA). 


The Audit Committee operates as an independent advisory body to the Council, Political 
Office bearers. Accounting Officer, Management and staff, thereby assisting Council in its 
oversight role. The role, functions, and authority of the Audit Committee are prescribed in 
terms of section 166 (2) of the Act and section 94 (7) (f) of the Companies Act read with 
MFMA Circular 65, Treasury regulations, National Treasury Internal Audit Framework, 
National Treasury Public Sector Risk Management Framework. Kwa-Zulu Natal Provincial 
Treasury Risk Management Framework for Municipalities and Municipal Entities and all 
applicable legislation and treasury regulations. 


AUDIT COMMITTEE MEMBERS AND ATTENDANCE 

The Audit Committee also serves as a Risk Committee and Performance Committee in 
addition to its duties as the Audit Committee. This ensures integrated risk oversight and 
Council capacity to see a single point of entry on risk issues, improve risk mitigation 
responses, effectiveness of governance processes, compliance and internal controls. 
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The Audit Committee held five (5) meetings during the 2018/19 financial year to review 
interim annual financial statements, annual financial statements, and effectiveness of 
internal controls, risk oversight and good governance. 


The Audit Committee consisted of the members listed hereunder. 


Members 

Appointed 

End of Term 

Meetings Attended 




Audit Committee 




T3 

Of 

I 

"D 

3 

T> 

I 

Mr. Themba Radebe 

(Chairperson) 

28/02/2018 

28/02/2021 

' 5 

5 

Mr. Rabelani Tshimomola 

28/02/2018 

28/02/2021 

5 

5 

Mr. Yaasir Haffejee 

28/02/2018 

28/02/2021 

5 

5 

Ms. Simangele Ngcobo 

28/02/2018 

17/01/2019 

(Resigned) 

5 

1 

Ms. Zanele Nkosi 

28/02/2018 

28/02/2021 

5 

5 

Mr C. Nciki 

August 2019 

(New 

appointment) 

July 2022 

5 

1 


The Chairperson of the Audit Committee attended three (3) council meetings to present 
reports of audit committee for the first, second and third and fourth quarter of 2018/19 
financial period. 
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AUDIT COMMITTEE LEGISLATIVE ROLES AND RESPONSIBILITIES 


Section 166(2) prescribes that an Audit Committee is an independent advisory body which 

must advise the municipal council, political office bearers, the accounting officer and the 

management staff of the municipality or board of directors, the accounting officer and the 

management staff of the municipal entity on the matters relating to: - 

* Internal financial control and internal audits; 

■ Risk management; 

■ Accounting policies: 

■ The adequacy, reliability and accuracy of financial reporting, records and information; 

■ Performance management; 

■ Effective governance; 

* Compliance with Municipal Finance Management Act. the annual Division of Revenue 
Act and any other applicable legislation; 

* Performance evaluation; 

■ Review the annual financial statements to provide council of the municipality or in the 
case of the municipal entity, the council of the parent municipality and the board of 
directors of the entity, with the authoritative and credible view of the financial position of 
the municipality or the municipal entity, its efficiency and effectiveness and its overall 
level of compliance with the Municipal Finance Management Act. the annual Division of 
Revenue Act and any other applicable legislation; 

■ Respond to the council on any other issues raised by the Auditor-General in the audit 
report; 

■ Carry out such investigations into the financial affairs of the municipality or municipal 
entity as the council of the municipality or in the case of a municipal entity, the council of 
the parent municipality or the board of directors of the entity, may require; 

■ Perform such other functions as may be prescribed; 

■ Liaise with internal audit unit of the municipality; 

■ Liaise with the person designated by the Audi tor-Genera I to audit the financial 
statements of the municipality of municipal entity; and 

■ Make submissions to the Council, Executive Committee (EXCO) and Municipal Public 
Accounts Committee (MPAC), on any matters which in the opinion of the Committee 
needed to be brought to the attention of the oversight structures, emanating from its 
quarterly meetings; 


NEWCASTLE MUNICIPALITY 


DRAFT ANNUAL REPORT 2018/19 


181 













AUDIT COMMITTEE TERMS OF REFERENCE 


The Audit Committee has reviewed its formal terms of reference, herein after referred to as 
the Charter. which was presented, deliberated upon and recommended for final approval by 
Municipal Council The audit committee has executed its functions in accordance with its 
2018/19 annual plan. 


The Audit Committee Charter is the base of the audit Committee three years and annual 
work plans together with legislative compliance universe crafted from local government 
legislative framework. 


EFFECTIVENESS OF INTERNAL CONTROLS 

The systems of internal control are the legislated responsibility of the accounting officer and 
executive management in line with requirements of MFMA. principles of King IV Report on 
Corporate Governance read with National Treasury Internal Audit Framework, MFMA 
Circular 65, and International Standards for the Professional Practice of Internal Auditing and 
applicable national and provincial treasury regulations. 


During its meetings, the Audit Committee reviewed the adequacy and effectiveness of the 
system of internal financial control through the internal Audit assurance. From the various 
Internal Audits (monthly, quarterly and bi-annual) and Audi tor-Gene rat management reports, 
it was noted lhal significant matters were reported that indicated material deficiency in the 
system of internal controls. 


The conclusion of the Audit Committee is that the system of internal control for the financial 
reporting period under review has gradually improved but still inadequate, in some instances 
inefficient and ineffective with the following outstanding material areas of concerns raised by 
audit committee, internal and external auditors as assurance providers: 


1. The Audit Committee urged management to ensure appropriate budgeting and improve 
expenditure management towards ensuring a funded budget and reduced going concern 
risk; 

2. Audit Committee continued to urge managements to urgently develop a cost review and 
reduction strategy to minimize the progressively increasing costs to improve the 
insolvency position; 

3. Council has been requested by Audit Committee to urgently make a decision regarding 
the discontinuation of post-retirement benefits from new employees as it is not financially 
viable for the municipality; 
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4. Management is urged to speedily make a determination regarding a development and 
implementation of a 5 year infrastructure master plan to mitigate the costly non-revenue 
water loss and infrastructure challenges; 

5. The audit committee advised management to incorporate revenue enhancement into the 
debt collection strategy to improve the deteriorating financial position. Management are 
to also address control deficiencies within revenue processes; 

6. Audit committee recommends that management implement effective demand 
management, acquisition management and contract management to minimize non- 
compliance with SCM prescripts, timely availability of quality goods and services and 
ensure timely and appropriate completion of Capex projects towards ensuring timely 
spending of grant funds; 

7. Audit Committee commended Council to immediately finalise the assessment and 
investigation of Irregular, Fruitless and Wasteful expenditure incurred in the current and 
prior financial periods and make a determination regarding write-off or recovery; 

8 The Audit Committee requested the municipality to speed up the appointment of 
Disciplinary Board to oversee matters of financial misconduct as well as the 
implementation of consequence management and recommendations; 

9. Management was requested to urgently obtain clarity regarding the legal obligations and 
accountability of Uthukeia Water (PTY) LTD management including governance 
structures; and 

10. Management is encouraged to resolve majority of unresolved Audit Committee, Auditor 
General and Internal Audit findings for both 2017/18 and prior financial years through 
appropriate implementation and monthly monitoring of action plans. 


PREDETERMINED OBJECTIVES, PERFORMANCE MANAGEMENT AND EVALUATION 

The Audit Committee has reviewed quarterly performance information as reported by the 
municipality at quarterly audit commutes meetings throughout the year. These quarterly 
performance information reports were also validated by the Internal Auditors quarterly. 


The Audit Committee was applauded management for the significant improvement in the 
credibility, completeness, relevance and accuracy of performance information of the 
municipality during the financial period. 


The Audit Committee recommended the following to management to improve the status of 
performance management; 


Management resolve all outstanding Auditor General and Internal Audit findings on 
performance information; 
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• Align budget and SDBIP to ensure appropriate funding of KPIs 

* Implement controls on monthly, quarterly and mid-term to monitoring and review 
performance information to ensure completeness, accuracy, reliability and relevance at 
least quarterly in preparation for end of financial year; 

• Management to seriously consider including achievement of either clean or unqualified 
audit opinion in individual performance agreement and a SDBIP as a unit's KP1: and 

* Management to speedily implement Individual Performance Management System at 
least at management level to address the lack of accountability, responsibility and 
consequence management to ensure achievement of organization KPIs. 


RISK MANAGEMENT AND GOVERNANCE 

The municipal applauded for filling the CROs position but the risk maturity level is still very 
immature and management is encouraged to explore further avenues that will assist with the 
achievement of desired risk maturity levels. 


The audit committee recommended that, the management and council should: 

* Municipal Management as Risk Owners must take full charge of the entire risk managing 
process or ownership, management and reporting of risk with regards to identification, 
assessment, management control, risk mitigation, directing and guiding development 
and implementation of risk management framework, strategy, policies and procedures. 

* Risk owners must demonstrate active risk owner participation at operational levels and 
ongoing accountability for the management of risks at various risk governance 
structures; 

* Develop and implement organisational wide combined assurance model; 

* Define, quantify and implement risk appetite supported by vigorous analysis, expert 
judgement and consistent with materiality and significance framework; and 

* Ensure existence of an effective Risk Management Committee. 


INTERNAL AUDIT FUNCTION 

The internal audit charter, three-year risk based internal audit strategic plan and annual 
operational plan were reviewed by Internal Audil in consultation with managemenl and 
approved by Audit Committee. The Chief Audit Executive reported functionally to the Audit 
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Committee and operationally to the Accounting Officer. The Internal Audit had unrestricted 
access to the audit committee Chairman and the entire Audit Committee at all times. 


The Committee is yet to evaluate the effectiveness of Internal Audit and monitor any 
possible restrictions that may be imposed on this function and which therefore affects its 
independence. 


All internal audit work as well as quarterly progress reports in accordance with the plan were 
reviewed and approved by the Audit Committee. Internal Audit attended all Audit Committee 
meetings and deliberations and presented a summary of the salient findings of all internal 
audits carried out for the period including management response to recommended corrective 
action. Internal Audit provided the Audit Committee with assurance on progressive 
implementation of internal and external audit recommendation as per internal audit and 
Auditor-General management and audit report 


The Audit Committee is very pleased with the audit plan, scope, coverage, quality and 
reports of the Internal Audit. 


EVALUATtON OF FINANCIAL STATEMENTS 

The AC appreciated the fact that, the municipality prepared interim Financial statements 
(without certain disclosure notes) towards addressing both AGSA and Internal Audit findings 
raised in the prior financial year. 


On review of the interim annual financial statements by both internal audit and audit 
committee, immaterial discrepancies were noted and certain disclosures were noted as 
omitted. 


The Audit committee noted findings in the unaudited annual financial statements similar to 
those identified in the prior year by both Internal Audit and Auditor General. The Audit 
Committee was very concerned by re-occurrence of these findings which indicated 
weaknesses in internal controls regarding reviews and reconciliations of financials. 


NEWCASTLE MUNICIPALITY 


DRAFT ANNUAL REPORT 2018/19 


185 











The Audit Committee stressed the importance of compiling a complete set of interim 
financial statements with all disclosure notes, provisions, and WIP and depreciation 
calculation in order to address prior year audit findings. 


Audil Committee reviewed external audit scope including the extent of co-ordination with and 
extent of reliance on the work of internal audit. Further reviewed the annual external audit 
strategic plans, scopes, fees and other compensation; 


Also Reviewed the Auditor-General's audit report on audited annual financial statements, the 
management report, management s comments on the audited financial statements, noted 
issues arising out of the audit and engaged Auditor General on matter raised in their audit 
report; 


AUDI TOR-GENERAL OF SOUTH AFRICA 

Based on processes followed and assurances received from fhe Auditor-General, nothing 
has come to the attention of the Audit Committee with regard to any matter impacting on the 
independence of the External Auditors. 


The Audit Committee have met with the Auditor-General to ensure that there are no 
unresolved issues and that all issues that have come to our attention including subsequent 
events have been adequately communicated for further control and management towards 
rectification. The Audit Committee concurs with Auditor-General management report and 
audit opinion. 


CONCLUSION 

The Audit Committee would like to thank the Municipal Council, Accounting Officer, Acting 
Chief Financial Officers, Chief Audit Executive, SEDs and Auditor-General as well as all 
management and staff for co-operation and support during the year under 


Mr T.L. Radebe 
Chairperson 

On behatf of the members of the Audit Committee 
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CHAPTER 10 ANNUAL REPORT OF MUNICIPAL ENTITY 


REFER TO APPENDIX C. 


LIST OF ABBREVIATIONS:- 


ABM 

- 

Area-Based Management 

ABSA 

- 

Amalgamated Banks of South Africa 

ADM 

- 

Amajuba District Municipality 

AGS A 


Auditor General of South Africa 

AQMP 

- 

Air Quality Management Plan 

ARVS 

» 

Anti-Retroviral Authorities 

AWWG 

- 

Aquatic Weed Working Group 

B&B 


Bed and Breakfast 

B-2-B 

- 

Business To Business 

BBBEE 

- 

Broad-Based Black Economic Empowerment 

BCM 

- 

Business Continuity Management 

BEE 

- 

Black Economic Empowerment 

BEPP 

- 

Built Environment Performance Plan 

BNG 

- 

Breaking New Ground 

BPM 

- 

Business Process Management 

BPO 

- 

Business Process Outsourcing 

BR&E 

- 

Business Retention and Expansion 

BSP 

- 

Biodiversity Sector Plan 

CBD 

- 

Central Business District 

CBOS 


Community-Based Organisations 

CBP 

- 

Community Based Plan 

CCTV 


Closed Circuit Television 

CDP 

- 

Cisco Discovery Protocol 

CIDB 


Construction Industry Development Board 

CIS 

- 

Cluster Initiatives 

CMP 11 


11th Session of the Conference of the Parties 

COGTA 

- 

Co-Operative Governance and Traditional Affairs 

CPAS 

- 

Community Participation and Action Support 

CPI 

- 

Consumer Price index 

CRM 

- 

Customer Relations Management 

CRU 

- 

Community Residential Unit 

CSIR 

- 

Council for Scientific and Industrial Research 

CU 

- 

Consumer Unit 

DAEA 


Department Of Agriculture and Environmental Affairs 

DAFF 

- 

Department Of Forestry and Fishery 

DEA 

- 

Department of Environmental Affairs 

DEAT 

- 

Department of Environmental Affairs and Tourism 

DEPT 

- 

Department 

DHA 

- 

Department Of Home Affairs 

DM 

- 

Disaster Management 

DOL 

- 

Department Of Labour 

DOT 

- 

Department Of Transport 

DPLG 

* 

Department Of Provincial and Local Government 

DTI 

- 

Department Of Trade and Industry 

DWS 

- 

Department Of Water and Sanitation 
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EDTEA 

EDU 

EE 

EFA 

EIA 


Economic Development, Tourism and Environmental Affairs 
Economic Development Unit 
Employment Equity 
Electricity For All 

Environmental Impact Assessment 


EPWP 

EXCO 

FAR 

GDP 

G1S 

HDA 

HHLD/HH 

HR 

1AM 

ICT 

IDP 

IEC 

IEP 

IGR 

110 

IMESA 

IP 

IRPT1M 

IT 

IUDF 

JDMC 

KM 

KPA 

KPIS 

KZN 

LAP 

LBSCS 

LED 

LUMS 

LUS 

M 

MD 

MDGS 

MDP 

MEC 

MFMA 

MICE 

MIG 

MM 

MOA 

MOU 

MPRA 

MSA, 1998 

MSA, 2000 

MSCOA 

MSDF 

MTEF 

NBR 


Expanded Public Works Programme 

Executive Committee 

Functional Area Plan 

Gross Domestic Product 

Geographic Information System 

Housing Development Agency 

Household 

Human Resources 

Infrastructure Asset Management 

Information and Communication Technology 

Integrated Development Plan 

independent Electoral Commission 

Informal Economy Policy 

International and Governance Relations 

International Labour Organisation 

Institution of Municipal Engineering Of Southern Africa 

Internet Protocol 

Integrated Rapid Public Transport Network 

Information Technology 

Integrated Urban Development Framework 

Joint Development Management Committee 

Knowledge Management 

Key Performance Area 

Key Performance Indicators 

KwaZulu-Natal 

Local Area Plan 

Local Business Service Centres 
Local Economic Development 
Land Use Management System 
Land Use System 
Million 

Managing Director 

Millennium Development Goals 

Management Development Programme 

Member of the Executive Council 

Municipal Finance Management Act 56 Of 2003 

Meetings. Incentives, Conferences and Exhibitions 

Municipal Infrastructure Grant 

Municipal Manager 

Memorandum of Agreement 

Memorandum of Understanding 

Municipal Property Rates Act 6 Of 2004 

Municipal Structures Act. 1998 (Act No. 117 of 1998) 

Municipal Systems Act, 2000 (Act No. 32 of 2000) 

Municipal Standard Chart of Accounts 

Municipality's Spatial Development Framework 

Medium Term Expenditure Framework 

National Building Regulations 
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NCOP 

- 

National Council of Provinces 

NDP 

- 

Nodal/National Development Plan 

NDPW 

* 

National Department of Public Works 

NGO 

- 

Non-Government Organisation 

NLM 

- 

Newcastle Local Municipality 

NRTA 

- 

National Road Traffic Act 

OSS 

- 

One Stop Shop 

PDIS 

- 

Previously Disadvantaged Individuals 

PGDS 

- 

Provincial Growth Development Strategy 

PMS 

- 

Performance Management System 

PMU 

- 

Project Management Unit 

PPP 

- 

Public Private Partnership 

PRC 

- 

Parks, Recreation and Culture 

QLS 

- 

Quality Living Standards 

QOL 

- 

Quality Of Life 

RFP 

- 

Request For Proposals 

RMS 

- 

Revenue Management System 

ROD 

- 

Record Of Decision 

SACN 

- 

South African Cities Network 

SAICE 

- 

South African Institute of Civil Engineers 

SAIGA 

- 

South African Local Government Association 

SANRAL 

- 

South African National Roads Agency Limited 

SAPI 

- 

South African Planning Institute 

SAPS 

- 

South African Police Service 

SCI 

* 

Sustainable Cities Initiative 

SCM 

- 

Supply Chain Management 

SDBIP 

- 

Service Delivery and Budget Implementation Plan 

SDF 

- 

Spatial Development Framework 

SDG'S 

- 

Sustainable Development Goals 

SDP 

- 

Spatial Development Plan 

SEDA 

- 

Small Enterprise Development Agency 

SETA 

- 

Sectorial Education Training Authority 

SFA 

- 

Strategic Focus Area 

SLA 

- 

Service Level Agreement 

SMME 

- 

Small Medium Micro-Sized Enterprises 

SMS 

- 

Stormwater Management System 

SOP 

- 

Standard Operating Procedure 

SPLUMA 

- 

Spatial Planning and Land Use Management Act 

SPU 

- 

Special Projects Unit 

STATS SA 

- 

Statistics South Africa 

TIKZN 


Trade and Investment Kwazulu-Natal 

TKZN 

- 

Tourism KwaZulu-Nata 1 

UD 

- 

Urine Diversion 

UNS 

- 

Urban Network Strategy 

vet 

- 

Visual Conditions Index 

VIP 

- 

Ventilated Improved Pit Laterines 

WAN 

- 

Wireless Area Network 

WHO 

- 

World Health Organisation 

WSA 

- 

Water Services Authority 

WSP 

- 

Workplace Skills Plan 
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NEWCASTLE 

MUNICIPALITY 


ABSI RAC" 

This Annual Performance Report Is drafted in terms of 
Section 46 of The Local Government Municipal Systems 
Act, 32 of 2000. The Annual Performance Report 2018/10 
is based on reported end assessed performance 
Information as per Ihe approved Framework on 
Performance Management for the Newcastle 
Municipality. The report to subject to change after (he 
internal audit and Auditor General process, finalisation of 
the Annual Financial Statements for 2018/10. as well as 
the audit from the Auditor-General (AG) of South Africa 


ANNUAL PERFORMANCE REPORT 

2018/19 

























FOREWORD BY THE MAYOR 



Trite being my first term as the Mayer of Newcastle, t have to thank both my employees and 
the public, businesses, community based organisations far the support I have received thus 
far. However, the transition Into this position has been accompanied by many challenges 
amongst those financial challenges that have set the course of my tenure into ensuring 
Newcastle Municipality has a positive cash flow and balance sheet On behatf of the Council 
and officiate, I hereby present this Annual Performance Report far the 2018/10 financial yaar. 
The report demonstrates that during the year under-review the municipality continued to strive 
towards realising its vision. The Annual Performance Report provides a comprehensive yet 
hones I account of performance for Newcastle Municipality, highlighting key achievements as 
well as a rationale for the under-achievement in Instances where there has been under¬ 
performance by the municipality for not achieving Its targets as set out fn the Organisational 
Scorecard for the 2018/19 financial year Our specific mandate as Newcastle Municipality, is 
guided by our integrated Development Plan Our resolve is based on servicing our 
communities in all areas of Newcastle. In all the work of the financial year under review we 
were guided by The Constitution of South Africa, the tDP. policies and by-laws that govern 
Local Government 


Mary service delivery milestones have been achieved and many challenges have been met, 
hone of which are beyond resolution. Synergies have bean Increased, end frictions have 
occurred however. the key focus areas of Local Government can be summarised as follows; 
Building e Municipality that is efficient, effective and responsive; Strengthen Accountability 
and Accelerating Service Delivery and supporting the vulnerable communities; Promoting 
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FOREWORD BY THE ACTING MUNICIPAL MANAGER 



In terms of Section 121 of The Local Government: Municipal Finance Management Act 32 of 
2000. the municipality is required to compile an annual performance report The importance 
and relevance of an annual report in an accountable, participatory and developmental 
orientated local government as a valuable assessment tool, cannot be over-emphasised. This 
report records the performance and progress made by Newcastle Municipality In fulfilling its 
strategic objectives contained in the Integrated Development Plan (IDP) and Organisational 
Scorecard as approved by Council lor 2018/19 financial year. It also provides a record of the 
activities of the municipality during the financial year under review. The SDBIP is the annual 
performance plan of the municipality which provides quarterly performance targets and key 
performance indicators (KPTs) with specific measurable targets per Key Performance Area 
(KPA), 

The Annual Performance Report is not only a compliance matter but provides a fair 
presentation of the performance of Newcastle Municipality for the 2018/19 financial year. Our 
sttHude to me Annual Performance Report is that all our key stakeholders and partners i.e. 
Council, traditional S community loaders, administration, communities and business must take 
a keen interest In tracking and reviewing municipal performance. Thus the 2018/19 Annual 
Performance Report provides one with such an opportunity. This esserrtfai exercise Is vital In 
shaping and influencing our SDBIP’s, processes and services fn our future development. 

However, the year was not without Its fair share of challenges. There were delays in the 
implementation of die capital program and there was non-achievement of targets as set out in 
the SDBIP due to delay in the appointment of service providers, poor performance of 
contractors, high vacancy rate and financial constraints However despite the challenges 
encountered during the 2018*19 financial year the municipality has completed the construction 
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The Graph below represents a summary of the overall performance for 2018/19 on the 
Organisational Scorecard: 


ORGANISATIONAL PERFORMANCE 



target ihit targets not met . unra over achieved 


The chart above demonstrates the overall organisations! performance for 2018/18 based on 
tha information above 40.24% of targets were achieved and 53,65% of targets sat were not 
achieved and 4.87% were over achieved on the Organisational Scorecard 


PERFORMANCE MANAGEMENT PROCESSES 

The Performance Management Process to review and assess performance information was 
revised on the 27^ of March 2018 with the intention of Improving performance reporting In the 
organ isafion. 


The PMS Unit from the 61h working day till the 14th working day of every month conducts a 
100% review of the performance information as submitted from departments In terms of 
relevance, sufficiency, accuracy and reliability. The Organisational Scorecard is reviewed 
against the approved targets and KPI'e and the Capital Status report is evaluated based on 
reviewing the approved cash-flow projections per month under review against the specific 
deliverable as approved In the Project Implementation Plans (PIP’S), The PMS Unit uses a 
Performance Management Check lie I (Annexure C) to review the performance Information 
submitted by departments. The Performance Management Checklist is based on Relevance, 
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tabte 2: Summary parttaSiind^oriir,, doadito. J part of the annual report 

The PM$ Unit submits quarterly reports to the Chief Audit Executive of Hi* intamai a A u,, * 
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DRAFT ORGANISATIONAL SCORECARD ANALYSIS FOR 201B/19 

ORGANISATIONAL SCORECARD PERFORMANCE ANALYSIS 


TARGET MET TARGET NOT MET TARGET OVER ACHIEVED 


TOTAL 
NUMBER OF 
APPLICABLE 
KPJ'S 


PERFORMANCE 

AREA 


Cros* Cutting 


Financial Viability 





















PERFORMANCE ACHIEVEMENTS FOR 2018/19 

• 133 Top-slrucl unes {houses) were completed 

• 243 houses were transferred through the Enhanced Extended Discount Benefit 
Scheme (EEDBS) 

• 22 properties were released for sale to the public 

• 835 households ware electrified 

• 6.8 km of road was re-gravelled 

• 14, 306 km of road was researed 

• 878 households were connected to sanitation 

• 120 households were connected to a minimum level of water 

• The completion of Charlestown Library 

» Completion of AC Pipe replacement In Lennoxton and Murchlsslon street 

• Completion of Watt Street 

• Training of MSMME’s 

CHALLENGES 

• Delay in Ihe appointment of service providers for Technical Services MIG projects 

• Removal of R 56, 000. 0000.00 of the MIG budgel 

• Vacant positions that have not been filled 

• Evidence was not signed off by relevant officials 
■ Non-submission of revision motivations 

• Delay in the payment of service providers 

• Unrealistic revised targets set by departments 

• Submission of I rre Fa van t/un relia ble/insuffici e nt evidence 

• Delay in the submission of PMS Information 

MEASURES TAKEN TO IMPROVE PERFORMANCE 

INFORMATION 

- The Municipal Manager and Chief Financial Officer have been informed to ensure that 
BAG and BEC sit weekly. 

• An applicalton was submitted to COGTA and approved for the returning of funds to 
Newcastle Municipality, detailed PI P’s wifi be followed through to monitor the proorese 
of all capital projects 

- All Projects that have nol been completed in the 2018/19 financial year will be brought 
on the 2019/20 Capital Status Report and aligned to the Top-Layer SDBIP end were 
applicable new KPI's will be brought on the Top-Layer SDBIP. 

• Performance agreements have been finalised and signed, all SEDs wilt be held 
accountable for poor performance 

• M critical vacant positions will be advertised in Ihe 2019/20 financial year 

■ The position of the CAE and CFO has been finalised and we are awaiting council 
approval 

4 A<l delays in payment of service providers to be reported formally to the CFO/MM 
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OVERALL ASSESSMENT OF UTHUKELA WATER SDBIP 



CQMJPARISION OF PRIOR YEARS PERFORMANCE TO 2018/19 



2018*19 

2017*10 

Tlcr.M un * lex- * 

' 1 

i p- i p t i nv j • rr i i 

* ***** 1 tvvt * Af u§ V* 5 

1* 

,—4 

NOT APPLICABLE KPI’s 

0 

TBC 

APPLICABLE KPI’S 

21 

11 

TOTAL NUMBER OF KPPa } 

_« TBC 


On^ 33,33% of ail KPTs were scored as a target met and 66.66% of KPI's were scored as 
targets not met due to the submission of portfolios of information being insufficient or irrelevant 
or inaccurate. It must be noted that in comparison to Quarter 3 performance information, the 
Annuel Performance has declined rapidly. One of the main contributing factors, has been the 
non-submission of the Portfolios of Evidence for KPI’s whereby an employee is on leave KPI’s 
for Uthukala Water were furthermore not revised during the mid-year review and some KPI’s 
lhat were not specific or did not meet the requirements to be specific, measurable, attainable. 
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NEWCASTLE MUNICIPALITY 

(Registration number KZ252) 


ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2019 


Newcastle Municipality 

Annua! Financial Statements for the year ended 30 June 2019 

General Information 


Legal form of entity 

Municipality in terms of section 1 of the Local Government: Municipal 
Structures Act (Act 117 of 1998) read with section 155(1) of the 
Constitution of the republic of South Africa (Act 108 of 1996) 

Nature of business and principal activities 

The provision of services (electricity, water, sanitation and refuse) to 
communities in a sustainable manner, to promote social and economic 
development, and to promote a safe and healthy environment. 

Mayor 

Executive Committee 

Cflr Dr NNG Mahlaba 

ClirWBam 

Cllr EJC Cronje 

Cllr RN Mdluli 

Cflr RM Molefekoa 

Cllr M Shunmugam 

Cllr SM Thwafa 

Cflr NA Zwane 

Councillors 

Vacant 

Cllr LL Bosman 

Cllr MV Buhali 

Cllr SB Buthelezi 

Cllr TJC Damsa 

Cllr XNM Dladla 

Cllr BS DIamini 

Cllr DX Dube 

Cllr FP Gama 

Cllr VF Hadebe 

Cllr A Khoza 

Cllr BV Khumalo 

Cllr PJ Khumalo 

CifrVD Kubeka 

Cllr C Liu 

Cllr NK Majozi 

Clir FA Malinga 

Cllr AM Mbuli 

Cllr AP Meiring 

Cllr SG Miya 

Cllr HIM Mkhwanazi 

Cllr TP Mkhwanazi 

Cllr MS Mlangeni 

CllrSW Mngomezulu 

Cllr NG Mngumi 

Cllr AS Mokoena 

Cllr MV Molefe 

Cllr MV Mthembu 

Cllr PB Mwafi 

Cllr VP Mzima 

Cllr TM Ndaba 

Cllr RB Ndlma 

Cllr SS Ndlangamandla 

Cllr MS Ndlovu 

Cllr PF Ndlovu 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 

General Information 


Cllr ME Ngcobo 
Cltr BC Ngema 
Cllr OR Ngema 
Cllr 0 Ngwenya 
Cllr CL Nhlapho 
Cllr SJ Nhlapho 
Cllr SN Nkosi 
Cllr JB Nkwanazi 
Cllr TM Nzuza 
Cllr SE Shabangu 
Cllr DM Sibilwane 
Cllr LT Sikhosane 
Cllr GMB Thwala 
Cllr LG Thwala 
Cllr Dr JA Vorster 
Cllr SA Yende 
Cllr MF Zikhali 
Cllr VG Zondo 
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Cllr SJ Zulu 
Cllr SZ Zulu 
Cllr TM Zulu 
Vacant 


Grading of local authority 

4 

Accounting Officer 

MJ Mayiseia (Acting) 

Chief Finance Officer (CFO) 

SM Nkosi (Acting) 

Registered office 

37 Murchison Street 

Newcastle 

2940 

Business address 

37 Murchison Street 
Newcastle 

2940 

Postal address 

Private Bag X 6621 
Newcastle 

2940 

Bankers 

Nedbank 
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index 


The reports and statements set out below comprise the annual financial statements presented to the provincial legislature: 


Accounting Officers Responsibilities and Approval 
Statement of Financial Position 
Statement of Financial Performance 
Statement of Changes in Net Assets 
Cash Flow Statement 

Statement of Comparison of Budget and Actual Information 
Appropriation Statement 
Accounting Policies 

Notes to the Annual Financial Statements 


Page 

4 

5 

6 

7 

8 

9 -12 
13 ^ 15 
16-44 
45-91 


COID 

Compensation for Occupational injuries and Diseases 

CRR 

Capital Replacement Reserve 

DBSA 

Development Bank of South Africa 

SAGAAP 

South African Statements of Generally Accepted Accounting Practice 

GRAP 

Generally Recognised Accounting Practice 

GAMAP 

Generally Accepted Municipal Accounting Practice 

HDF 

Housing Development Fund 

IAS 

Internationa! Accounting Standards 

IMFO 

Institute of Municipal Finance Officers 

IPSAS 

International Public Sector Accounting Standards 

ME's 

Municipal Entities 

MEC 

Member of the Executive Council 

MFMA 

Municipal Finance Management Act 

MiG 

Municipal Infrastructure Grant (Previously CMIP) 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2010 

Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the annual financial statements and related financial 
information included in this report. It is the responsibility of the accounting officer to ensure that the annual financial statements 
fairly present the state of affairs of the municipality as at the end of the financial year and the results of its operations and cash 
flows for the period then ended. The external auditors are engaged to express an independent opinion on the annual financial 
statements and was given unrestricted access to all financial records and related data. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP) Including any interpretations, guidelines and directives issued by the Accounting Standards Board 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established by 
the municipality and place considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meetthese responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of 
error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a dearly 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
These controls are monitored throughout the municipality and all employees are required to maintain the highest ethical 
standards in ensuring the municipality's business is conducted in a manner that in all reasonable circumstances is above 
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known 
forms of risk across the municipality. While operating risk cannot be folly eliminated, the municipality endeavours to minimise it 
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual 
financial statements. However, any system of internal financial control can provide only reasonable, and not absolute, 
assurance against material misstatement or deficit. 

The accounting officer has reviewed the municipality's cash flow forecast for the year to 30 June 2020 and, in the light of this 
review and the current financial position, he is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 

The annual financial statements are prepared on the basis that the municipality is a going concern and that the Newcastle 
Municipality has neither the intention norths need to liquidate or curtail materially the scale of the municipality. 

Although the accounting officer are primarily responsible for the financial affairs of the municipality, they are supported by the 
municipality's external auditors. 

The external auditors are responsible for independently reviewing and reporting on the municipality's annual financial 
statements. The annual financial statements have been examined by the municipality's external auditors and their report is 
presented on page 5. 

The annual financial statements set out on page 5, which have been prepared on the going concern basis were approved by 
the accounting officer on 30 June 2019 and were signed on its behalf by: 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 

Statement of Financial Position as at 30 June 2019 


Note(s) 2019 2018 

Restated* 


Assets 

Current Assets 

Inventories 

Other financial assets 

Receivables from exchange transactions 

Receivables from non-exchange transactions 

Consumer debtors from exchange transactions 

Consumer debtors from non-exchange transactions 

Cash and cash equivalents 


Non-Current Assets 
Investment property 
Property, plant and equipment 
Intangible assets 
Heritage assets 
Investments in associates 

Total Assets 

Liabilities 

Current Liabilities 

Other financial liabilities 

Finance lease obligation 

Payables from exchange transactions 

VAT payable 

Consumer deposits 

Unspent conditional grants and receipts 
Defined Benefit Plan 

Provision for Rehabilitation of Landfill site 


Non-Current Liabilities 
Other financial liabilities 
Finance lease obligation 
Defined Benefit Plan 

Provision for Rehabilitation of Landfill site 

Total Liabilities 
Met Assets 

Reserves 

Housing Development fund 
Self insurance reserve 
Accumulated surplus 

Total Net Assets 


10 

14 040 157 

12 452 150 

8 

1 646 

3 621 

11 

81 187 338 

64 591 613 

12 

14 335 398 

13287 220 

13 

487 636 133 

399 431 715 

13 

103 096 282 

84 258 496 

14 

9 999 201 

57 464 870 


710 298 155 

631 499 685 

3 

355 813 618 

440 818 000 

4 

6 787 874 567 

6 953 635 738 

5 

3 001 185 

5 585 264 

6 

11 488 232 

11 199 875 

7 

234 927 851 

269 999 530 


7 393 105 453 

7 681 238 407 


6 103 403 606 

8 312 738 092 


17 

25 598 172 

29 483 981 

15 

852 924 

233 511 

20 

735 890 350 

621 200 746 

21 

9 783 001 

1 775 605 

22 

23 497 274 

18 966 524 

16 

33 439 273 

56 316 815 

18 

8 667 735 

7 997 613 

19 

- 

31 292 755 


637 728 729 

767 267 550 

17 

400 805 603 

402 570 627 

15 

392 517 

24 309 

18 

148 355 252 

145 207 202 

19 

28 843 889 

- 


578 397 261 

547 802 138 


1 416 125 990 

1 315 069 688 


6 687 277 618 

6 997 668 404 


28 021 720 

26 076 953 


497 014 

472 159 


6 658 758 884 

6 971 119 275 


6 687 277 618 

6 997 668 387 


* See Note 46 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 


Statement of Financial Performance 



IMote(s) 

2019 

2018 

Restated* 

Revenue 

Service charges 

24 

996 977 844 

962 428 082 

Rental of facilities and equipment 

25 

11 803 212 

7 814 644 

Sundry revenue 

27 

2 915 580 

2 808 974 

Other Income 

27 

766 901 

931 633 

Fee income 

27 

9151 834 

11 118686 

Interest received 

28 

12 907 083 

15 420 561 

Property Rates 

29 

287 110 172 

253 485 719 

Government grants & subsidies 

30 

509 802 892 

556 662 414 

Fines 


8 650 101 

6 680 062 

Total revenue 


1 S40 085 619 

1 B17 350 775 

Expenditure 

Employee costs 

31 

567 840 894 

548 805 318 

Remuneration of councillors 

32 

24 481 651 

23 164 255 

Depreciation and amortisation 

33 

369 427 699 

449 661 715 

Finance costs 

35 

79 777 180 

49 571 016 

Debt impairment 

36 

179 747 429 

208 940 574 

Collection costs 


778 122 

1 657 929 

Bulk purchases 

37 

521 388 272 

540 941 513 

Contracted services 

38 

116 099 751 

133 392 812 

General Expenses 

39 

269 242 169 

272 732 138 

Total expenditure 


2 128 783 167 

2 228 B67 270 

Operating deficit 


(268 697 548) 

(411 516 495) 

Share of deficit in investment in associates 


{35 071 678} 

(31 300 083} 

Actuarial gains/losses 

9 

10 765 537 

(5 793 705) 

Fair value adjustments to investment property 

40 

15 370 000 

14 584 000 

Impairment loss 

34 

{16 205 077) 

{4 372 191) 

Proftt/{Loss) on Sale of Assets 


3 382 489 

(21 758 729) 

(26 881 979) 

Deficit for the year 


(310 456 277) 

(438 398 474) 


* See Note 46 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 

Statement of Changes in Net Assets 


Balance at 01 July 201? 

Changes in net assets 
Deficit for the year 
Prior Year Error Inv Ass 
Prior Year Adjustment - WIP 
Transfer to Housing 
Development Fund 
Transfer from Seif insurance 
Reserve 

Prior year Adjustments on 
Debtors 

Prior Year Adjustment - PPE 
Prior Year Adjustment * Accruals 
Prior Year Adjustment - Heritage 
Asset 

Prior Year Adjustment - Assets 
(IP) 

Total changes 

Restated* Balance at 01 July 
2018 

Deficit for the year 
Transfer of income surplus to 
trust capital 

Transfer of capital surplus to 
trust capital 

Transfer to Accumulated Surplus 

Total changes 

Balance at 30 June 2019 


Housing 

Development 

Fund 

Self insurance 
Reserve 

Total reserves 

Accumulated 

surplus 

Total net 
assets 

25 071 001 

530 020 

25 601 021 

7 108 668 509 

7 134 269 S30 

* 

- 

- 

{438 398 474) 

(438 398474) 

* 


- 

(480 986) 

(480 986) 

* 


- 

(21 381 846) 

(21 381 848) 

1 005 952 

" 

1 005 952 

(1 005 952) 

- 

** 

(57 861) 

(57 861) 

57 861 

- 

- 

- 

* 

(57 695) 

(57 695) 

- 

* 

- 

234 312 871 

234 312 871 

- 

- 

- 

24 461 624 

24 461 624 


* 

- 

3 731 365 

3 731 365 

- 

* 

- 

61 212 000 

61 212 000 

1 005 952 

{57 861) 

948 091 

(137 549 234) 

(136 601 143) 

26 076 953 

472 159 

26 549 112 

6 971 119 275 

6 997 668 387 

- 

* 


(310 456 277) 

(310 456 277) 

1 944 767 

- 

1 944 767 

(1 944 767) 

- 

- 

24 855 

24 855 

(24 855) 

• 

- 

- 

- 

65 508 

65 508 

1 944 767 

24 855 

1 969 622 

(312 360 391} 

(310 390 769) 

28 021 720 

497 014 

28 518 734 

6 658 758 884 

6 687 277 618 


' See Note 46 


7 



































Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 

Cash Flow Statement 


Cash flows from operating activities 
Receipts 

Sale of goods and services 
Grants 

Interest income 


Payments 

Employee costs and Councillors remuneration 

Suppliers 

Finance costs 


Net cash flows from operating activities 

Cash flows from Investing activities 

Purchase of property, plant and equipment 
Proceeds from sale of property, plant and equipment 
Proceeds from sale of Investment property 
Purchase of other Intangible assets 
Purchases of Heritage Assets 

Net cash flows from Investing activities 

Cash flows from financing activities 

Net movements in long term loans 
Movement in Consumer Deposits 
Movement on finance lease 

Net cash flows from financing activities 

Net In ere ase/(d e crease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 


Not6{$) 2019 2018 

Restated* 



1 095 714 453 

1 059 516 765 


529 560 695 

556 662 414 


12 907 083 

15 420 561 


1 638 182 231 

1 631 599 740 


(592 322 545) 

(571 969 573) 


(876 408 367) 

(765 694 455) 


(79 777 180) 

(49 571 016) 


(1 548 50B 092) 

(1 387 235 044) 

42 

89 674 139 

244 364 696 


A 

(146 656 618) 

(178 368 024) 

A 

4 426 740 

_ 

3 

5 374 382 

. 

5 

(120 650) 

(4 879) 

6 

(31 200) 

- 


(137 007 346) 

(178 372 603) 


(5 650 833) 

(58 824 081) 

4 530 750 

* 

987 621 

(210 600) 

(132 462) 

(59 034 681) 

(47465 669) 

6 957112 

57 464 870 

50 507 758 

9 999 201 

57 464 870 


‘ See Note 46 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 


Statement of Comparison of Budget and Actual Information 


Budget on Accrual Basis 


Approved 

Adjustments Final Budget Actual amounts 

Difference Reference 


budget 

on comparable 

between final 



basis 

budget and 




actual 


Statement of Financial Performance 
Revenue 


Revenue from exchange 
transactions 


Service charges 

Other own revenue 

Investment Revenue 

1 013 191 116 
70 970 222 
4 040 869 

33 404485 1 046 595 601 
(12 500 281) 58 469 941 

4 040 869 

996 977 844 
41 302 177 

4 892 534 

(49 617 757) 

(17 167 764) 

851 665 

Total revenue from exchange 
transactions 

1 068 202 207 

20 904 204 1 109 106 411 

1 043 172 555 

(65 933 B56) 

Revenue from non-exchange 
transactions 





Property rates 

Transfer revenue 

Government grants & subsidies 

295 784 972 

384 734 000 

(13 000 000) 282 784 972 

69 174 800 453 908 800 

287110 172 

509 802 892 

4 325 200 

55 894 092 

Total revenue from non* 
exchange transactions 

680 518 972 

56 174 800 736 693 772 

796 913 064 

60 219 292 

Total revenue 

1 768 721179 

77 079 004 1 845 800 183 1 840 085 619 

(5 714 564) 

Expenditure 

Empfoyee costs 

Remuneration of council tors 
Depredation and amortisation 
Finance costs 

Material & Bulk purchases 

Other expenditures 

(530 225 473) 
(24 158 867) 
(525 578 232) 
(43 889 965) 
(622 492 975) 
(488 164 129) 

(47 100 893) (577 326 366) 
(911 686) (25 070 553) 

53 433 431 (472144 801) 
(2 326 669) (46 216 634) 
88 994 188 (533 498 787) 
(154 984 987) (643 149116) 

(567 840 894) 
(24 481 651) 
(369 427 699) 
(79 777 180) 
(527 879 266) 
(559 376 477) 

9 465 472 

588 902 

102 717102 
(33 560 546) 

5 619 521 

S3 772 639 

Total expenditure 

[2 234 509 641) 

(62 896 616^2 297 406 257X2 128 783 167) 

168 823 090 

Operating deficit 

Transfers Recognised Capital 
Fair value adjustments 

Actuarial gains/losses 

Share of surpluses or (deficits) 
from Investments in associates 
Profit/(Loss) on sale of assets 
Impairment Loss 

(465 788 462) 

162 425 500 

14 182 388 (451 606 074) 
(9 606 454) 152 819 046 

(288 697 548) 
126 980 973 
15 370 000 
10 765 537 
(35 071 678) 

3 382 489 
(16 205 077) 

162 908 526 
(25 838 073) 

15 370 000 

10 765 537 
(35 071 678) 

3 382 489 
(16 205 077) 


162 425 500 

(9 606 454) 152 819 046 

105 222 244 

(47 596 802) 

Deficit before taxation 

(303 362 962) 

4 575 934 (298 787 028) 

(183 475 304) 

115 311724 

Actual Amount on Comparable 
Basts as Presented In the 
Budget and Actual 
Comparative Statement 

(303 362 962) 

4 575 934 (298 787 028) 

(183 475 304) 

115 311 724 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 


Statement of Comparison of Budget and Actual Information 


Budget on Accrual Basis 


Approved 

budget 

Adjustments Final Budget Actual amounts Difference Reference 

on comparable between final 
basis budget and 

actual 


Statement of Financial Position 
Assets 

Current Assets 


Inventories 

15 575 000 

(2 423 000) 

13152 000 

14 040 157 

888 157 


Other financial assets 

- 

* 

* 

1 646 

1 646 


Receivables from exchange 
transactions 


- 

- 

81 187 338 

81187 338 


Receivables from non-exchange 
transactions 

33 098 000 

63920 000 

97 018 000 

14 335 398 

(82 682 602) 


Consumer debtors 

305 160 000 

175 360 000 

480 520 000 

590 734 414 

110 214 414 


Cash and cash equivalents 

12 216 000 

32 477 000 

44 693 000 

9 999 201 

(34 693 799) 



366 049 000 

269 334 000 

635 383 000 

710 298 154 

74 915154 


Non-Current Assets 

Investment property 

361 651 000 

17 955 000 

379 606 000 

355 813 618 

(23 792 382) 


Property, plant and equipment 

6 840 620 000 

(241 712 000} 6 599 108 000 

6 787 874 567 

IBB 766 567 


intangible assets 

7 650 000 

(4 809 000) 

2 841 000 

3 001 185 

160 185 


Heritage assets 

7 425 800 

43 000 

7 468 800 

11 488 232 

4 019 432 


Investments in associates 

298 182 000 

(22 903 000) 

275 279 000 

234 927 851 

(40 351 149) 



7 515 728 800 

(251 426 000) 7 264 302 800 7 393 105 453 

128 602 653 


Total Assets 

7 861 777 800 

17 908 000 7 899 685 800 8 103 403 607 

203 717 807 


Liabilities 







Current Liabilities 

Other financial liabilities 

33 987 000 

(8 388 000) 

25 599 000 

25 598 172 

(828) 


Finance lease obligation 

- 

• 

- 

852 924 

852 924 


Payables from exchange 
transactions 

240 096 000 

159 443 000 

399 539 000 

735 890 350 

336 351 350 


VAT payable 

- 

- 

- 

9 783 001 

9 783 001 


Consumer deposits 

16 867 000 

5 660 000 

22 527 000 

23 497 275 

970 275 


Unspent conditional grants and 
receipts 

- 

32 600 000 

32 600 000 

33 439 273 

839 273 


Defined Benefit Plan 

6 891 000 

- 

6 691 000 

8 667 735 

1 976 735 



297 641 000 

189 315 000 

486 956 000 

837 728 730 

350 772 730 


Non-Current Liabilities 

Other financial liabilities 

373 941 000 

16455 500 

390 396 500 

400 805 603 

10 409 103 


Finance lease obligation 

- 

- 

- 

392 516 

392 516 


Defined Benefit Plan 

130 979 800 

(15 773 500) 

115 206 300 

148 355 252 

33 148 952 


Provision for Rehabilitation of 
Landfill site 

30 000 000 

- 

30 000 000 

28 843 889 

(1 156111) 



534 920 800 

682 000 

535 602 600 

578 397 260 

42 794 460 


Total Liabilities 

832 561 800 

189 997 000 1 022 558 BOO 1 416 125 990 

393 567 190 


Net Assets 

7 049 216 000 

(172 089 000)6 877 127 000 6 687 277 617 

(189 849 383) 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 


Statement of Comparison of Budget and Actual Information 


Budget on Accrual Basis 


Approved 

Adjustments 

Final Budget 

Actual amounts 

Difference Reference 


budget 



on comparable between final 





basis 

budget and 






actual 

Net Assets 






Net Assets Attributable to 






Owners of Controlling Entity 






Reserves 






Housing Development Fund 

1 771 000 

2 919 000 

4 690 000 

26 021 720 

23 331 720 

Insurance reserve 

500 000 

4 000 

504 000 

497 014 

(6 986) 

Accumulated surplus 

7 046 945 000 

(175 012 000) 6 871 933 000 

6 658 758 883 

(213 174117) 


Total Not Assets 7 049 216 000 {172 089 000)6 677127 000 6 687 277 617 (189 849 383) 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 


Statement of Comparison of Budget and Actual Information 


Budget on Accrual Basis 


Approved 

Adjustments 

Final Budget Actual amounts 

Difference Reference 


budget 



on comparable 

between final 





basis 

budget and 






actual 

Cash Flow Statement 






Cash flows from operating activities 





Receipts 

Sale of goods 

1 131 071 000 

22 257 000 

1 153 328 000 

1 095 714 453 

(57 613 547) 

Grants 

547 160 000 

50 740 000 

597 900 000 

529 560 695 

(68 339 305) 

Interest received 

9 328 000 

{886 000) 

8 442 000 

12 907 083 

4 465 083 


1 667 559 000 

72111 000 

1 759 670 000 1 638 182 231 

(121 487 769) 

Payments 






Employes costs and payments to(1 492 315 000) (103 244 000)(1 595 559 0 DD]m 468 730 912) 

126 828 08B 

suppliers 

Finance costs 

(43 979 000) 

397 000 

(43 582 000) 

(79 777 180) 

(36 195 180) 


[1 536 294 000) (102 847 000)[1 639 141 000X1 548 508 092) 

90 632 90B 

Net cash flows from operating 
activities 

151 265 000 

(30 736 000) 

120 529 000 

89 674139 

(30 854 861) 

Cash flows from investing activities 





Purchase of property, plant and 
equipment 

(205 576 000) 

(18 489 000) 

(224 065 000) 

(146 656 618) 

77 408 382 

Proceeds from sale of property, 
plant and equipment 

21 200 000 

{8 000 000) 

13 200 000 

9 801 122 

<3 398 878) 

Purchase of other intangible 
assets 

- 

- 

- 

(120 650) 

(120 650) 

Purchases of heritage assets 

- 

- 

* 

(31 200) 

(31 200) 

Purchase of financial assets 

33 125 000 

12 634 000 

45 759 000 

- 

(45 759 000) 

Net cash flows from Investing 
activities 

(151 251 000) 

(13 855 000) 

(165106 000} 

(137 007 346} 

28 098 654 

Cash flows from financing activities 





Movement in long term loans 

(32 000 000) 

15 940 000 

(16 060 000) 

(5 650 833) 

10 409167 

Movement in finance leases 

* 

- 

- 

987 621 

987 621 

Consumer deposits 

- 

3 561 000 

3 561 000 

4 530 750 

969 750 

Net cash flows from financing 
activities 

(32 ODO 000} 

19 501 000 

(12 499 ODO) 

(132 462) 

12 793 397 

Net increase/(decrease) in cash 
and cash equivalents 

(31 986 000) 

(25 090 000) 

(57 076 000) 

(47 465 669) 

10 037190 

Cash and cash equivalents at 
the beginning of the year 

33 251 000 

24 214 000 

57 465 000 

57 464 870 

(130) 

Cash and cash equivalents at 
the end of the year 

1 265 000 

(876 000) 

389 000 

9 999 201 

10 037 060 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 

Accounting Policies 


1- Presentation of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act {Act 56 of 2003), 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical 
cost convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies, which have been consistently applied in the preparation of these annual 
financial statements, are disclosed below. 

These accounting policies are consistent with the previous period* 

1.1 Presentation currency 

These annual financial statements are presented in South African Rand, which is the functional cumeney of the municipality. 

1.2 Going concern assumption 

These annual financial statements have been prepared based on the expectation that the municipality will continue to 
operate as a going concern for at least the next 12 months. 

1.3 Investment property 

Investment property is property (land or a building * or part of a building - or both) held to earn rentals or for capital appreciation 
or both, rather than for; 

• use in the production or supply of goods or services or for 

• administrative purposes, or 

• sale in the ordinary course of operations. 

Owner-occupied property is property held for use in the production or supply of goods or services or for administrative 
purposes. 

Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential that 
are associated with the investment property will flow to the municipality, and the cost or fair value of the investment property 
can be measured reliably. 

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement. 

Where investment property is acquired through a non-exchange transaction, its cost is its fair value as at the date of 
acquisition. 

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property, if a 
replacement part is recognised in the carrying amount of the investment property, the carrying amount of the replaced part Is 
derecognised. 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 

Accounting Policies 


1.3 Investment property (continued) 

Fair value 

Subsequent to initial measurement investment property is measured at fair value. 

The fair value of investment property reflects market conditions at the reporting date. 

A gain or loss arising from a change in fair vaiue is included in net surplus or deficit for the period in which it arises. 

If the entity determines that the fair value of an investment property under construction is not reliably determinable but expects 
the fair value of the property to be reliably measurable when construction is complete, it measures that investment property 
under construction at cost until either its fair value becomes reliably determinable or construction is completed (whichever is 
earlier). If the entity determines that the fair value of an investment property (other than an investment property under 
construction) is not reliably determinable on a continuing basis, the entity measures that investment property using the cost 
model (as per the accounting policy on Property, plant and equipment). The residual value of the investment property is then 
assumed to be zero. The entity applies the cost mode! (as per the accounting policy on Property, plant and equipment) until 
disposal of the investment property. 

Once the entity becomes able to measure reliably the fair value of an investment property under construction that has 
previously been measured at cost, it measures that property at its fair value. Once construction of that property is complete, it 
is presumed that fair value can be measured reliably. If this is not the case, the property is accounted for using the cost model 
in accordance with the accounting policy on Property, plant and equipment. 

Compensation from third patties for investment property that was impaired, lost or given up is recognised in surplus or deficit 
when the compensation becomes receivable. 

Property interests held under operating leases are classified and accounted for as investment property in the following 
circumstances: 

When classification is difficult, the criteria used to distinguish investment property from owner-occupied property and from 
property held for sale in the ordinary course of operations, including the nature or type of properties classified as held for 
strategic purposes, are as follows: 

The nature or type of properties classified as held for strategic purposes are as Mows: 

The municipality separately discloses expenditure to repair and maintain investment property in the notes to the annual 
financial statements (see note )* 

The municipality discloses relevant information relating to assets under construction or development, in the notes to the annual 
financial statements (see note ). 

1.4 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

* the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 

Accounting Policies 


1.4 Property, plant and equipment (continued) 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost), if the 
acquired item's fair value was not determinable, ft's deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 

(terns such as spare parts, standby equipment and servicing equipment are recognised when they meet the definition of 
property, plant and equipment. 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment Is carried at cost (ess accumulated depreciation and any impairment losses. 

Property, plant and equipment rs carried at revalued amount, being the fair value at the date of revaluation less any subsequent 
accumulated depreciation and subsequent accumulated impairment losses. 

Revaluations are made with sufficient regularity such that the carrying amount does not differ materially from that which would 
be determined using fair value at the end of the reporting period. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residua! value. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent 
accumulated depredation and subsequent accumulated impairment losses. Revaluations are made with sufficient regularity 
such that the carrying amount does not differ materially from that which would be determined using fair value at the end of the 
reporting period. 

Any increase in an asset's carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The 
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit 

Any decrease in an asset's canying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. 
The decrease is debited in revaluation surplus to the extent of any credit balance existing in the revaluation surplus in respect 
of that asset. 

The useful lives of items of property, plant and equipment have been assessed as follows: 


Item Depreciation method Average useful life 


Land 

Straight line 

Indefinite 

Buildings 

Straight line 

30 years 

Plant and machinery 

Straight line 

5 years 

Furniture and fixtures 

Straight line 

7 years 

Motor vehicles 

Straight line 

5 years 

Office equipment 

Straight line 

5 years 
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Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 

Accounting Policies 


1.4 Property, plant and equipment (continued) 

IT equipment 
Computer software 
Infrastructure 
Community 

Other property, plant and equipment 

Landfil site 

Heritage 


Straight line 
Straight line 
Straight line 
Straight fine 
Straight line 
Straight line 
Straight line 


5 years 
Infinite 


7’80 years 
5-80 Years 
5-10 Years 


5 years 
5 years 


The depreciable amount of an asset is allocated on a systematic basis over its useful life. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 

The depreciation method used reflects the pattern in which the asset's future economic benefits or service potential are 
expected to be consumed by the municipality. The depreciation method applied to an asset is reviewed at least at each 
reporting date and, if there has been a significant change In the expected pattern of consumption of the future economic 
benefits or service potential embodied in the asset, the method is changed to reflect the changed pattern. Such a change is 
accounted for as a change in an accounting estimate. 

The municipality assesses at each reporting date whether there is any indication that the municipality expectations about the 
residual value and the useful life of an asset have changed since the preceding reporting date. If any such indication exists, the 
municipality revises the expected useful life and/or residua! value accordingly. The change is accounted for as a change in an 
accounting estimate. 

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset. 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 

Assets which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of 
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. Proceeds from sales of 
these assets are recognised as revenue. All cash flows on these assets are included in cash flows from operating activities in 
the cash flow statement 

The municipality separately discloses expenditure to repair and maintain property, plant and equipment in the notes to the 
financial statements (see note ). 

The municipality discloses relevant information relating to assets under construction or development, in the notes to the 
financial statements (see note }, 

1,5 Site restoration and dismantling cost 

The municipality has an obligation to dismantle, remove and restore items of property, plant and equipment. Such 
obligations are referred to as ‘decommissioning, restoration and similar liabilities'. The cost of an item of property, plant and 
equipment includes the initial estimate of the costs of dismantling and removing the item and restoring the site on which it is 
located, the obligation for which a municipality incurs either when the item is acquired or as a consequence of having used 
the item during a particular period for purposes other than to produce inventories during that period. 
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1.5 Site restoration and dismantling cost (continued) 

If the related asset is measured using the cost model: 

(a) subject to (b), changes in the liability are added to, or deducted from, the cost of the related asset in the current 
period; 

(b) if a decrease in the liability exceeds the canying amount of the asset, the excess is recognised immediately in 
surplus or deficit; and 

(c) if the adjustment results in an addition to the cost of an asset, the municipality considers whether this is an 
indication that the new carrying amount of the asset may not be fully recoverable, if it is such an indication, the 
asset is tested for impairment by estimating its recoverable amount or recoverable service amount, and any 
impairment loss is recognised in accordance with the accounting policy on impairment of cash-generating assets 
and/or impairment of non-cash-generating assets, 

if the related asset Is measured using the revaluation model: 

(a) changes in the liability alter the revaluation surplus or deficit previously recognised on that asset, so that: 

a decrease in the liability (subject to (b)} is credited to revaluation surplus in net assets, except that it is 
recognised in surplus or deficit to the extent that it reverses a revaluation deficit on the asset that was previously 
recognised in surplus or deficit 

an increase in the liability is recognised in surplus or deficit, except that it is debited to the revaluation 
surplus to the extent of any credit balance existing in the revaluation surplus in respect of that asset. 

(b) in the event that a decrease in the liability exceeds the carrying amount that would have been recognised had the 
asset been carried under the cost model, the excess is recognised immediately in surplus or deficit; and 

(c) a change in the liability is an indication that the asset may have to be revalued in order to ensure that the 
carrying amount does not differ materially from that which would be determined using fair value at the end of the 
reporting period. Any such revaluation is taken into account in determining the amounts to be taken to surplus or 
deficit or net assets under (a). If a revaluation is necessary, all assets of that class are revalued, 

1.6 Intangible assets 

An asset is identifiable if it either: 

■ is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or 
exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of 
whether the entity intends to do so; or 

* arises from binding arrangements (including rights from contracts), regardless of whether those rights are 
transferable or separable from the municipality or from other rights and obligations. 

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were in 
the form of a contract. 

An intangible asset is recognised when: 

* it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

* the cost or fair value of the asset can be measured reliably. 

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and 
supportable assumptions that represent management's best estimate of the set of economic conditions that will exist over the 
useful life of the asset. 


Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured 
at its fair value as at that date. 

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred. 

An intangible asset arising from development (or from the development phase of an internal project) is recognised wherv 

• it Is technically feasible to complete the asset so that it will be available for use or sale. 

• there is an intention to complete and use or sell it. 

• there is an ability to use or sell it. 

■ it will generate probable future economic benefits or service potential, 

• there are available technical, financial and other resources to complete the development and to use or sell the 
asset. 

• the expenditure attributable to the asset during its development can be measured reliably, 
intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 
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1,6 Intangible assets (continued) 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential Amortisation Is not 
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the 
asset may be impaired. For all other intangible assets amortisation is provided on a straight-line basis over their useful life. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that 
the asset may be impaired. As a result the asset is tested for impairment and the remaining carry in q amount is amortised over 
its useful life. 

Intemaliy generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as 
intangible assets. 

Internally generated goodwill is not recognised as an in tangible asset. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 


_ Depreciation method Average useful life 

Computer software, other Straight line 5 

The municipality discloses relevant information relating to assets under construction or development, in the notes to the 
financial statements (see note ). 

Intangible assets are derecognised: 

• on disposal: or 

* when no future economic benefits or service potential are expected from its use or disposal, 

1* *7 Heritage assets 

Assets are resources controlled by an municipality as a result of past events and from which future economic benefits or 
service potential are expected to flow to the municipality* 

Canying amount is the amount at which an asset is recognised after deducting accumulated impairment losses. 

Class of heritage assets means a grouping of heritage assets of a similar nature or function in an municipality's operations that 
is shown as a single item for the purpose of disclosure in the annual financial statements. 

Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given to acquire an asset at the 
time of Its acquisition or construction or, where applicable, the amount attributed to that asset when initially recognised in 
accordance with the specific requirements of other Standards of GRAP. 

Depreciation is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm's length transaction. 

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic significance 
and are held indefinitely for the benefit of present and future generations. 

An impairment loss of a cash-generating asset is the amount by which the carrying amount of an asset exceeds its recoverable 
amount. 

An impairment loss of a non-cash-generating asset is the amount by which the carrying amount of an asset exceeds its 
recoverable service amount. 

An inalienable item is an asset that an municipality is required by law or otherwise to retain indefinitely and cannot be disposed 
of without consent. 

Recoverable amount is the higher of a cash-generating asset's net selling price and its value in use. 
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1*7 Heritage assets (continued) 

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in use. 

Value in use of a cash-generating asset is the present value of the future cash flows expected to be derived from an asset or 
cash-generating unit. 

Value in use of a non-cash-generating asset is the present value of the asset's remaining service potential. 

The municipality separately discloses expenditure to repair and maintain heritage assets in the notes to the financial 
statements (see note). 

The municipality discloses relevant information relating to assets under construction or development in the notes to the 
financial statements (see note ). 

Recognition 


The municipality recognises a heritage asset as an asset if it is probable that future economic benefits or service potential 
associated with the asset will flow to the municipality, and the cost or fair value of the asset can be measured reliably. 

Initial measurement 

Heritage assets are measured at cost 

Where a heritage asset is acquired through a non-exchange transaction, its cost is measured at its fair vafue as at the date of 
acquisition. 

Subsequent measurement 

After recognition as an asset, a class of heritage assets is carried at its cost less any accumulated impairment losses. 

After recognition as an asset, a class of heritage assets, whose fair value can bo measured reliably, is carried at a revalued 
amount, being its fair value at the date of the revaluation less any subsequent impairment losses. 

If a heritage asset's carrying amount is increased as a result of a revaluation, the increase Is credited directly to a revaluation 
surplus. However, the increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the 
same heritage asset previously recognised in surplus or deficit. 

If a heritage asset's carrying amount is decreased as a result of a revaluation, the decrease is recognised in surplus or deficit 
However, the decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation 
surplus in respect of that heritage asset. 

Transfers 

Transfers from heritage assets are only made when the particular asset no longer meets the definition of a heritage asset. 
Transfers to heritage assets are only made when the asset meets the definition of a heritage asset. 

Derecognition 

The municipality derecognises heritage asset on disposal, or when no future economic benefits or service potential are 
expected from its use or disposal. 

The gain or Joss arising from the derecognition of a heritage asset is included in surplus or deficit when the item is 
derecognised (unless the Standard of GRAP on leases requires otherwise on a sale and leaseback). 
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1.8 Investments in associates 

An ass elate is an entity in which the investor has significant influence and which is neither a controlled nor a joint venture of the 
investor. Significant influence is the power to participate in the financial and operating policy decision of the investee, but is not 
control over those polocies. The municipality exercise judgment in the context of all available information to determine rf it has 
significant influence over an investee. 

The municipality commences accounting for an investment in an associate from the date significant influence exist and 
discontinues the application of the equity method when it no longer has significant influence over an associate. Investment that 
are retained in whole or in part a resubs equently accounted for in accordance with the accounting policies on subsidiaries, joint 
ventures of financial instruments depending on the nature of the retained investment 

The municipality accounts for the investment in associate under the equity method in the finacial statements. The equity 
method involves recognising the investment In associate initially at cost, then adjusting for any changes in the investors share 
of net assets since acquisition. A single line item in the Statement of Financial Perfomance presents the investors share of the 
associates surplus or deficit for the year. 

The municipality uses the most recent available financial statements of the associates in applying the equity method. 

1.9 Financial Instruments 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual 
interest of another entity. 

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is 
measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective 
interest method of any difference between that initial amount and the maturity amount, and minus any reduction {directly or 
through the use of an allowance account) for impairment or uncollectibility. 

A concessionary loan is a loan granted to or received by an entity on terms that are not market related. 

Credit risk is the risk that one party to a financial instrument wiJi cause a financial loss for the other party by failing to discharge 
an obligation. 

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
foreign exchange rates. 

Derecognition is the removal of a previously recognised financial asset or financial liability from an entity's statement of 
financial position. 

A derivative is a financial instrument or other contract with all three of the following characteristics: 

• Its value changes in response to the change in a specified interest rate, financial instrument price, commodity price, 
foreign exchange rate, index of prices or rates, credit rating or credit index, or other variable, provided in the case of 
a non-financial variable that the variable is not specific to a party to the contract (sometimes called the 'underlying'). 

• It requires no initial net investment or an initial net investment that is smaller than would be required for other types 
of contracts that would be expected to have a similar response to changes in market factors. 

• It is settled at a future date. 

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability (or group of 
financial assets or financial liabilities) and of allocating the interest income or interest expense over the relevant period. The 
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of 
the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset or financial 
liability. When calculating the effective interest rate, an entity shall estimate cash flows considering all contractual terms of the 
financial instrument (for example, prepayment, call and similar options) but shall not consider future credit losses. The 
calculation includes ail fees and points paid or received between parties to the contract that are an integral pari of the effective 
interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs j and all other premiums 
or discounts. There is a presumption that the cash flows and the expected life of a group of similar financial instruments can be 
estimated reliably. However, in those rare cases when it is not possible to reliably estimate the cash flows or the expected life 
of a financial instrument (or group of financial instruments), the entity shall use the contractual cash flows over the full 
contractual term of the financial instrument (or group of financial instruments). 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable wiiling parties in 
an arm’s length transaction. 
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1-9 Financial Instruments (continued) 

A financial asset is; 

• cash; 

• a residual interest of another entity; or 

• a contractual right to: 

receive cash or another financial asset from another entity; or 

exchange financial assets or financial liabilities with another entity under conditions that are potentially 
favourable to the entity. 

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a 
loss It incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a 
debt instrument. 

A financial liability is any liability that is a contractual obligation to; 

• deliver cash or another financial asset to another entity; or 

• exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity. 

Interest rate risk Is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market interest rates. 

Liquidity risk is the risk encountered by an entity in the event of difficulty in meeting obligations associated with financial 
liabilities that are settled by delivering cash or another financial asset. 

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions. 

Loans payable are financial liabilities, other than short-term payables on normal credit terms. 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices. Market risk comprises three types of risk: currency risk, interest rate risk and other price risk. 

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices (other than those arising from interest rate risk or currency risk), whether those changes are caused by factors 
specific to the individual financial instrument or its issuer, or factors affecting ail similar financial instruments traded in the 
market. 

A financial asset is past due when a counterparty has failed to make a payment when contractually due. 

A residual interest is any contract that manifests an Interest in the assets of an entity after deducting all of its liabilities. A 
residual interest includes contributions from owners, which may be shown as: 

• equity instruments or similar forms of unitised capital; 

• a formal designation of a transfer of resources (or a class of such transfers) by the parties to the transaction as 
forming part of an entity's net assets, either before the contribution occurs or at the time of the contribution; or 

• a formal agreement, In relation to the contribution, establishing or increasing an existing financial interest in the net 
assets of an entity. 

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial asset or 
financial liability. An incremental cost is one that would not have been incurred if the entity had not acquired, issued or 
disposed of the financial instrument. 

Financial instruments at amortised cost am non-derivative financial assets or non-derivative financial liabilities that have fixed 
or determinable payments, excluding those instruments that: 

• the entity designates at fair value at initial recognition; or 

• are held for trading. 

Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active market, 
and whose fair value cannot be reliably measured. 

Financial instruments at fair value comprise financial assets or financial tlabilitres that are: 

• derivatives; 

• contingent consideration of an acquirer in a transfer of functions between entities not under common control to which 
the Standard of GRAP on Transfer of Functions Between Entities Wot Under Common Control (GRAP 106) applies 

• combined instruments that are designated at fair value; 
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1.9 Financial instruments (continued) 

• instruments held for trading. A financial instrument is held for trading rf: 

- it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or 

on initial recognition it is part of a portfolio of identified financial instruments that are managed together and for 
which there is evidence of a recent actual pattern of short term profit-taking; 

non-derivative financial assets or financial liabilities with fixed or determinable payments that are designated at 
fair value at initial recognition; and 

financial instruments that do not meet the definition of financial instruments at amortised cost or financial 
instruments at cost. 

Initial recognition 

The entity recognises a financial asset or a financial liability in rts statement of financial position when the entity becomes a 
party to the contractual provisions of the instrument. 

The entity recognises financial assets using trade date accounting. 

initial measurement of financial assets and financial liabilities 

The entity measures a financial asset and financial liability initially at its fair value plus transaction costs that are directly 
attributable to the acquisition or issue of the financial asset or financial liability. 

The entity measures a financial asset and financial liability initially at its fair value [if subsequently measured at fair value]. 

The entity first assesses whether the substance of a concessionary loan Is in fact a loan. On initial recognition, the entity 
analyses a concessionary loan into its component parts and accounts for each component separately. The entity accounts for 
that part of a concessionary loan that is: 

• a social benefit in accordance with the Framework for the Preparation and Presentation of Financial Statements, 
where it is the issuer of the loan; or 

• non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions 
(Taxes and Transfers), where it is the recipient of the loan. 
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1.9 Financial instruments (continued) 

Subsequent measurement of financial assets and financial liabilities 

The entity measures all financial assets and financial liabilities after initial recognition using the following categories: 

* Financial instruments at fair value. 

* Financial instalments at amortised cost. 

* Financial instruments at cost. 

All financial assets measured at amortised cost, or cost are subject to an impairment review. 

Reclassification 

The entity does not reclassify a financial instrument while it is issued or held unless it is: 

* combined instrument that is required to be measured at fair value; or 

* an investment in a residual interest that meets the requirements for reclassification. 

Where the entity cannot reliably measure the fair value of an embedded derivative that has been separated from a host 
contract that is a financial instrument at a subsequent reporting date, it measures the combined instrument at fair value. This 
requires a reclassification of the instrument from amortised cost or cost to fair value. 

If fair value can no longer be measured reliably for an investment in a residual interest measured at fair value, the entity 
reclassifies the investment from fair value to cost. The carrying amount at the date that fair value is no longer available 
becomes the cost. 

If a reliable measure becomes available for an investment in a residual interest for which a measure was previously not 
available, and the instrument wouid have been required to be measured at fair value, the entity reclassifies the instrument from 
cost to fair value. 

Gains and Josses 

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is 
recognised in surplus or deficit. 

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in surplus or deficit 
when the financial asset or financial liability is derecognised or impaired, or through the amortisation process. 

Impairment and uncoil edibility of financial assets 

The entity assesses at the end of each reporting period whether there is any objective evidence that a financial asset or group 
of financial assets is impaired. 

Financial assets measured at amortised cost: 

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, the 
amount of the loss is measured as the difference between the asset's carrying amount and the present value of estimated 
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset's original 
effective interest rate. The canying amount of the asset is reduced directly OR through the use of an allowance account The 
amount of the loss is recognised in surplus or deficit 


If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognised, the previously recognised impairment toss Is reversed directly OR by 
adjusting an allowance account. The reversal does not result In a carrying amount of the financial asset that exceeds what the 
amortised cost would have been had the impairment not been recognised at the date the Impairment is reversed. The amount 
of the reversal is recognised in surplus or deficit. 

Financial assets measured at cost: 

If there is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not 
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured as 
the difference between the carrying amount of the financial asset and the present value of estimated future cash flows 
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed. 
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1.9 Financial Instruments (continued) 

Derecognition 
Financial assets 

The entity derecognises financial assets using trade date accounting. 

The entity derecognises a financial asset only when: 

* the contractual rights to the cash flows from the financial asset expire, are settled or waived; 

* the entity transfers to another party substantially all of the risks and rewards of ownership of the financial asset; or 

* the entity, despite having retained some significant risks and rewards of ownership of the financial asset, has 
transferred control of the asset to another party and the other party has the practical ability to sell the asset in its 
entirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose 
additional restrictions on the transfer. In this case, the entity: 

derecognise the asset; and 

recognise separately any rights and obligations created or retained in the transfer. 

The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those transferred on 
the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured at their fair values 
at that date. Any difference between the consideration received and the amounts recognised and derecognised is recognised 
in surplus or deficit in the period of the transfer. 


if the entity transfers a financial asset in a transfer that qualifies for derecognition in its entirety and retains the right to service 
the financial asset for a fee, it recognises either a servicing asset or a servicing liability for that servicing contract, if the fee to 
be received is not expected to compensate the entity adequately for performing the servicing, a servicing liability for the 
servicing obligation is recognised at its fair value, if the fee to be received is expected to be more than adequate compensation 
for the servicing, a servicing asset is recognised for the servicing right at an amount determined on the basis of an allocation of 
the canying amount of the larger financial asset. 

!f t as a result of a transfer, a financial asset is derecognised in its entirety but the transfer results in the entity obtaining a new 
financial asset or assuming a new financial liability, or a servicing liability, the entity recognise the new financial asset, financial 
liability or servicing liability at fair value, 

On derecognition of a financial asset in its entirety, the difference between the canying amount and the sum of the 
consideration received Is recognised in surplus or deficit. 

If the transferred asset Is part of a larger financial asset and the part transferred qualifies for derecognition in its entirety, the 
previous carTying amount of the larger financial asset Is allocated between the part that continues to be recognised and the part 
that is derecognised, based on the relative fair values of those parts, on the date of the transfer. For this purpose, a retained 
servicing asset is treated as a part that continues to be recognised. The difference between the canying amount allocated to 
the part derecognised and the sum of the consideration received for the part derecognised is recognised in surplus or deficit, 

If a transfer does not result in derecognition because the entity has retained substantially alE the risks and rewards of ownership 
of the transferred asset, the entity continues to recognise the transferred asset in its entirety and recognise a financial liability 
for the consideration received. In subsequent periods, the entity recognises any revenue on the transferred asset and any 
expense incurred on the financial liability. Neither the asset, and the associated liability nor the revenue, and the associated 
expenses are offset. 

Financial liabilities 

The entity removes a financial liability {or a part of a financial liability) from its statement of financial position when it is 
extinguished — Le. when the obligation specified in the contract is discharged, cancelled, expires or waived. 

An exchange between an existing borrower and lender of debt instruments with substantially different terms is accounted for as 
having extinguished the original financial liability and a new financial liability is recognised. Similarly, a substantial modification 
of the terms of an existing financial liability or a part of ft is accounted for as having extinguished the original financial liability 
and having recognised a new financial liability. 
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1.9 Financial instruments (continued) 

The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or transferred to 
another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in 
surplus or deficit. Any liabilities that are waived, forgiven or assumed by another entity by way of a non-exchange transaction 
are accounted for in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes and 
Transfers). 

Presentation 


Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or expense in 
surplus or deficit. 

Dividends or similar distributions relating to a financial instrument or a component that is a financial liability is recognised as 
revenue or expense in surplus or deficit. 

Losses and gains relating to a financial instrument or a component that is a financial liability is recognised as revenue or 
expense in surplus or deficit. 


Distributions to holders of residual interests are recognised by the entity directly in net assets. Transaction costs incurred on 
residual Interests are accounted for as a deduction from net assets. Income tax [where applicable] relating to distributions to 
holders of residual interests and to transaction costs incurred on residual interests are accounted for in accordance with the 
International Accounting Standard on Income Taxes. 

A financial asset and a financial liability are only offset and the net amount presented in the statement of financial position 
when the entity currently has a legally enforceable right to set off the recognised amounts and intends either to settle on a net 
basis, or to realise the asset and settle the liability simultaneously. 

In accounting for a transfer of a financial asset that does not qualify for derecognition, the entity does not offset the transferred 
asset and the associated liability. 

1.10 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value 
of the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is 
included in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments Is the interest rate implicit in the lease. 

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance 
of the liability. 

Any contingent rents are expensed in the period in which they are Incurred. 
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1,10 Leases (continued) 

Operating leases - lessor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset 
and recognised as an expense over the lease term on the same basis as the lease revenue. 

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis. 
The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis, 
income for leases is disclosed under revenue in statement of financial performance. 

Operating leasts - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 

1*11 Inventories 

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then their 
costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

Inventories are measured at the tower of cost and current replacement cost where they are held for; 

* distribution at no charge or for a nominal charge; or 

* consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 

The cost of inventories is assigned using the weighted average cost formula. The same cost formula is used for all inventories 
having a similar nature and use to the municipality. 

When inventories are sold, the cairying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value or current replacement cost 
and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any 
reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement cost, are 
recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs. 

1,12 Impairment of cash-generating assets 

Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means that 
positive cash flows are expected to be significantly higher than the cost of the asset. 

impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 
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1J2 Impairment of cash-generating assets (continued) 

A cash-generating unit is the smallest identifiable group of assets used with the objective of generating a commercial return 
that generates cash inflows from continuing use that are largely Independent of the cash inflows from other assets or qroups of 
assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset In an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
Useful life is either: 

• the period of time over which an asset is expected to be used by the municipality; or 

■ the number of production or similar units expected to be obtained from the asset by the municipality. 

Judgements made by management in applying the criteria to designate assets as cash-generating assets or non-cash- 
generating assets, are as follows: 

[Specify judgements made] 

Identification 

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also tests a cash-generating intangible asset with 
an indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable amount This impairment test is performed at the same time every year If an intangible 
asset was initially recognised during the current reporting period, that intangible asset was tested for impairment before the end 
of the current reporting period. 

Value in use 

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from the 
continuing use of an asset and from its disposal at the end of its useful life. 

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived 
from continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to 
those future cash flows. 
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1.12 Impairment of cash-generating assets (continued) 

Reversal of impairment loss 

The municipality assesses at each reporting date whether there is any Indication that an impairment loss recognised in prior 
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity 
estimates the recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset's recoverable amount since the last impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would 
have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods. 

A reversal of an impairment loss for a cash “generating asset is recognised immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-gene rating asset is 
adjusted in future periods to allocate the cash-generating asset's revised carrying amount, less its residua! value (ff any), on a 
systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with 
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for 
individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service 
potential to a cash-gene rating unit, 

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased above 
the lower of: 

• its recoverable amount (if determinable); and 

• the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss 
been recognised for the asset in prior periods. 

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to 
the other assets of the unit. 

1-13 Impairment of non-cash-generating assets 

Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means that 
positive cash flows are expected to be significantly higher than the cost of the asset. 

Non-cash-generating assets are assets other than cash-generating assets. 

Impairment is a loss in the future economic benefits or service potential of an asset over and above the systematic recognition 
of the loss of the assets future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets managed with the objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in use. 
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1_13 Impairment of non-cash-gene rating assets (continued) 

Useful life Is either: 

* the period of time over which an asset is expected to be used by the municipality; or 

* the number of production or similar units expected to be obtained from the asset by the municipality* 

Judgements made by management in applying the criteria to designate assets as non-cash-generating assets or cash- 
generating assets, are as follows: 

(Specify judgements made] 

Recognition and measurement 

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of the 
asset is reduced to its recoverable service amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

Any impairment loss of a revalued non-cash-generating asset is treated as a revaluation decrease. 

When the amount estimated for an impairment loss Is greater than the carrying amount of the non-cash-generating asset to 
which it relates, the municipality recognises a liability only to the extent that is a requirement in the Standards of GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful life. 

Redesignation 

The redesignation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating asset 
to a cash-generating asset only occur when there is clear evidence that such a redesignation is appropriate* 

1*14 Share capital / contributed capital 

An equity instrument is any contract that evidences a residual interest in the assets of an municipality after deducting ail of its 
liabilities. 

1.15 Employee benefits 

Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees, 

A qualifying insurance policy is an insurance policy issued by an insurer that is not a related party (as defined in the Standard 
of GRAP on Related Party Disclosures) of the reporting entity, if the proceeds of the policy can be used only to pay or fund 
employee benefits under a defined benefit plan and are not available to the reporting entity’s own creditors (even in liquidation) 
and cannot be paid to the reporting entity, unless either: 

* the proceeds represent surplus assets that are not needed for the policy to meet a If the related employee benefit 
obligations; or 

* the proceeds are returned to the reporting entity to reimburse it for employee benefits already paid. 

Termination benefits are employee benefits payable as a resuit of either: 

* an entity’s decision to terminate an employee's employment before the normal retirement date; or 

* an employee's decision to accept voluntary redundancy in exchange for those benefits* 

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that 
are not due to be settled within twelve months after the end of the period in which the employees render the related service. 

Vested employee benefits are employee benefits that are not conditional on future employment. 

Composite social security programmes are established by legislation and operate as multi-employer plans to provide post- 
employment benefits as well as to provide benefits that are not consideration In exchange for service rendered by employees. 
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1.15 Employee benefits (continued) 


A constructive obligation is an obligation that derives from an entity's actions where by an established pattern of past practice, 
published policies or a sufficiently specific current statement, the entity has indicated to other parties that it wifi accept certain 
responsibilities and as a result, the entity has created a valid expectation on the part of those other parties that it will discharoe 
those responsibilities. 

Short-term employee benefits 

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within twelve 
months after the end of the period in which the employees render the related service. 

Short-term employee benefits include items such as: 

• wages, salaries and social security contributions; 

• short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the 
absences is due to be settled within twelve months after the end of the reporting period in which the employees 
render the related employee service; 

• bonus, incentive and performance related payments payable within twelve months after the end of the reporting 
period in which the employees render the related service; and 

• non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing cars 
end cellphones) for current employees. 

When an employee has rendered service to the entity during a reporting period, the entity recognises the undiscounted amount 
of short-term employee benefits expected to be paid in exchange for that service: 

■ as a liability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the 
undiscounted amount of the benefits, the entity recognises that excess as an asset (prepaid expense) to the extent 
that the prepayment will lead to, for example, a reduction in future payments or a cash refund; and 

• as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. The entity measures the expected 
cost of accumulating compensated absences as the additional amount that the entity expects to pay as a result of the unused 
entitlement that has accumulated at the reporting date. 

The entity recognises the expected cost of bonus, incentive and performance related payments when the entity has a present 
legal or constructive obligation to make such payments as a result of past events and a reliable estimate of the obligation can 
be made A present obligation exists when the entity has no realistic alternative but to make the payments. 

Post-employment benefits 

Post-employment benefits are employee benefits (other than termination benefits) which are payable after the comoletion of 
employment. 

Post-employment benefit plans are formal or informal arrangements under which an entity provides post-employment benefits 
for one or more employees. 

Multi-employer plans are defined contribution plans (other than state plans and composite social security programmes) or 
defined benefit plans (other than state plans) that pool the assets contributed by various entities that are not under common 
control and use those assets to provide benefits to employees of more than one entity, on the basis that contribution and 
benefit levels are determined without regard to the identity of the entity that employs the employees concerned 
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1.15 Employee benefits (continued) 

Post-employment benefits: Defined benefit plans 

Defined benefit plans are post-employment benefit plans other than defined contribution plans. 


Actuarial gains and losses comprise experience adjustments (the effects of differences between the previous actuarial 
assumptions and what has actually occurred) and the effects of changes in actuarial assumptions. In measuring its defined 
benefit liability the entity recognises actuarial gains and losses in surplus or deficit in the reporting period in which they occur. 

Assete held by a long-term employee benefit fund are assets (other than non-transferable financial instruments issued by the 
reporting entity) that are held by an entity (a fund) that is legally separate from the reporting entity and exists solely to pay or 
fund employee benefits and are available to be used only to pay or fund employee benefits, are not available to the reporting 
entity s own creditors (even in liquidation), and cannot be returned to the reporting entity, unless either: 

• the remaining assets of the fund are sufficient to meet all the related employee benefit obligations of the plan or the 
reporting entity: or 

• the assets are returned to the reporting entity to reimburse it for employee benefits already paid. 


Current service cost is the increase in the present value of the defined benefit obligation resulting from employee service in the 
current period. 7 


Interest cost is the increase during a period in the present value of a defined benefit obligation which arises because the 
benefits are one period closer to settlement. 

Past service cost is the change in the present value of the defined benefit obligation for employee service in prior periods, 
resulting in the current period from the introduction of, or changes to, post-employment benefits or other long-term employee 
benefits. Past service cost may be either positive (when benefits are introduced or changed so that the present value of the 
defined benefit obligation increases) or negative (when existing benefits are changed so that the present value of the defined 
benefit obligation decreases). In measuring its defined benefit liability the entity recognises past service cost as an expense in 
the reporting period in which the plan is amended. 


Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance policies. 

The present value of a defined benefit obligation is the present value, without deducting any plan assets, of expected future 
payments required to settle the obligation resulting from employee service in the current and prior periods. 

The return on plan assets is interest, dividends or similar distributions and other revenue derived from the plan assets, together 
with realised and unrealised gains or losses on the plan assets, less any costs of administering the plan (other than those 
included in the actuarial assumptions used to measure the defined benefit obligation) and less any tax payable by the plan 


The entity account not only for its legal obligation under the formal terms of a defined benefit plan, but also for any constructive 
obligation that arises from the entity's informal practices. Informal practices give rise to a constructive obligation where the 
entity has no realistic alternative but to pay employee benefits. An example of a constructive obligation is where a change in 
the entity's informal practices would cause unacceptable damage to its relationship with employees. 

The amount recognised as a defined benefit liability is the net total of the following amounts: 

• the present value of the defined benefit obligation at the reporting date; 

■ minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly' 

* plus any liability that may arise as a result of a minimum funding requirement 

The amount determined as a defined benefit liability may be negative (an asset). The entity measures the resulting asset at the 
lower of; 

* the amount determined above: and 

• the present value of any economic benefits available in the form of refunds from the plan or reductions in future 
contributions to the plan. The present value of these economic benefits is determined using a discount rate which 
reflects the time value of money. 

Any adjustments arising from the limit above is recognised in surplus or deficit. 

The entity determines the present value of defined benefit obligations and the fair value of any plan assets with sufficient 
regularity such that the amounts recognised in the annual financial statements do not differ materially from the amounts that 
would be determined at the reporting date. 
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1.15 Employee benefits (continued) 

The entity recognises the net total of the following amounts in surplus or deficit, except to the extent that another Standard 
requires or permits their inclusion in the cost of an asset: 

• current service cost: 

• interest cost; 

• the expected return on any plan assets and on any reimbursement rights; 

• actuarial gains and losses; 

• past service cost; 

• the effect of any curtailments or settlements; and 

• the effect of applying the limit on a defined benefit asset (negative defined benefit liability). 

The entity uses the Projected Unit Credit Method to determine the present value of its defined benefit obligations and the 
related current service cost and, where applicable, past service cost. The Projected Unit Credit Method (sometimes known as 
the accrued benefit method pro-rated on service or as the benefit/years of service method) sees each period of service as 
giving rise to an additional unit of benefit entitlement and measures each unit separately to build up the final obligation. 

In determining the present value of its defined benefit obligations and the related current service cost and, where applicable, 
past service cost, an entity shall attribute benefit to periods of service under the plan’s benefit formula. However, if an 
employee’s service in later years wilt lead to a materially higher level of benefit than in earlier years, an entity shall attribute 
benefit on a straight-line basis from: 

• the date when service by the employee first leads to benefits under the plan (whether or not the benefits are 
conditional on further service); until 

• the date when further service by the employee will lead to no material amount of further benefits under the plan 
other than from further salary increases. 

Actuarial valuations are conducted on an annua! basis by independent actuaries separately for each plan. The results of the 
valuation are updated for any materia! transactions and other material changes in circumstances (Including changes In market 
prices and interest rates) up to the reporting date. 

The entity recognises gains or losses on the curtailment or settlement of a defined benefit plan when the curtailment or 
settlement occurs. The gain or loss on a curtailment or settlement comprises: 

• any resulting change in the present value of the defined benefit obligation: and 

• any resulting change in the fair value of the plan assets. 

Before determining the effect of a curtailment or settlement, the entity re-measure the obligation (and the related plan assets, If 
any) using current actuarial assumptions (including current market Interest rates and other current market prices). 

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit 
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value, (n all other 
respects, the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit 
plan is [OR is not] presented as the net of the amount recognised for a reimbursement. 

The entity offsets an asset relating to one plan against a liability relating to another plan when the entity has a legally 
enforceable right to use a surplus in one plan to settle obligations under the other plan and intends either to settle the 
obligations on a net basis, or to realise the surplus in one plan and settle its obligation under the other plan simultaneously. 
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1.15 Employee benefits (continued) 

Actuarial assumptions 

Actuarial assumptions are unbiased and mutually compatible. 

Financial assumptions are based on market expectations, at the reporting date, for the period over which the obligations are to 
be settled. 

The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect the time value of money. 
The currency and term of the financial instrument selected to reflect the time value of money is consistent with the currency 
and estimated term of the post-employment benefit obligations. 

Post-employment benefit obligations are measured on a basis that reflects: 

* estimated future salary increases, 

* the benefits set out in the terms of the plan (or resulting from any constructive obligation that goes beyond those 
terms) at the reporting date; and 

* estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit 
plan, if and only If, either: 

* those changes were enacted before the reporting date; or 

* past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner, 
for example, in line with future changes in general price levels or general salary levels. 

Assumptions about medical costs take account of estimated future changes In the cost of medical services, resulting from both 
inflation and specific changes in medical costs. 

Other post retirement obligations 

The municipality provides post-retirement health care benefits, housing subsidies and gratuities upon retirement to some 
retirees. 

The entitlement to post-retirement health care benefits is based on the employee remaining in service up to retirement age and 
the completion of a minimum service period. The expected costs of these benefits are accrued over the period of employment. 
Independent qualified actuaries carry out valuations of these obligations. The municipality also provides a gratuity and housing 
subsidy on retirement to certain employees. An annual charge to income is made to cover both these liabilities. 

The amount recognised as a liability for other long-term employee benefits is the net total of the following amounts: 

* the present value of the defined benefit obligation at the reporting date; 

* minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly. 

The entity shall recognise the net total of the following amounts as expense or revenue, except to the extent that another 
Standard requires or permits their inclusion in the cost of an asset: 

* current service cost; 

* interest cost; 

* the expected return on any plan assets and on any reimbursement right recognised as an asset; 

* actuarial gains and losses, which shall ali be recognised immediately; 

* past service cost, which shall all be recognised immediately; and 

* the effect of any curtailments or settlements. 
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1.15 Employee benefits (continued) 

Termination benefits 

The entity recognises termination benefits as a liability and an expense when the entity is demonstrably committed to either 

• terminate the employment of an employee or group of employees before the normal retirement date; or 

• provide termination benefits as a result of an offer made in oixier to encourage voluntary redundancy. 

The entity is demonstrably committed to a termination when the entity has a detailed formal plan for the termination and is 
without realistic possibility of withdrawal. The detailed plan includes [as a minimum]: 

• the location, function, and approximate number of employees whose services are to be terminated; 

• the termination benefits for each job classification or function; and 

• the time at which the plan will be implemented. 

Implementation begins as soon as possible and the period of time to complete implementation is such that material changes to 
the plan are not likely. 

Where termination benefits fall due more than 12 months after the reporting date, they are discounted using an appropriate 
discount rate. The rate used to discount the benefit reflects the time value of money. The currency and term of the financial 
instrument selected to reflect the time value of money is consistent with the currency and estimated term of the benefit. 

In the case of an offer made to encourage voluntary redundancy, the measurement of termination benefits shall be based on 
the number of employees expected to accept the offer. 

116 Provisions and contingencies 

Provisions are recognised when: 

• the municipality has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision Is the best estimate of the expenditure expected to be required to settle the present obligation at the 
reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 

The discount rate is a pre-tax rat© that reflects current market assessments of the time value of money and the risks specific to 
the liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does 
not exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is 
no longer probable that an outflow of resources embodying economic benefits or service potential wifi be required, to settle the 
obligation. 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating surplus (deficit). 

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and 
measured as a provision. 
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1/16 Provisions and contingencies (continued) 

A constructive obligation to restructure arises only when an entity: 

* has a detailed formal plan for the restructuring, identifying at least: 

the activity/operating unit or part of an activity/operating unit concerned; 

* the principal locations affected; 

the location, function, and approximate number of employees who will be compensated for services being 
terminated; 

the expenditures that will be undertaken; and 
when the plan will be implemented; and 

* has raised a valid expectation In those affected that it will cany out the restructuring by starting to implement that 
plan or announcing its main features to those affected by it. 

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both: 

* necessarily entailed by the restructuring; and 

* not associated with the ongoing activities of the municipality 


No obligation arises as a consequence of the sale or transfer of an operation until the municipality is committed to the sale 
or transfer, that is, there is a binding arrangement. 


After their initial recognition contingent liabilities recognised in entity combinations that are recognised separately are 
subsequently measured at the higher of: 

* the amount that would be recognised as a provision; and 

* the amount initially recognised less cumulative amortisation. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 44. 

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a 
loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a 
debt instrument. 

Loan commitment is a firm commitment to provide credit under pre-spec ified terms and conditions. 

The municipality recognises a provision for financial guarantees and loan commitments when it is probable that an outflow of 
resources embodying economic benefits and service potential will be required to settle the obligation and a reliable estimate of 
the obligation can be made. 

Determining whether an outflow of resources is probable in relation to financial guarantees requires judgement* Indications that 
an outflow of resources may be probable are: 

* financial difficulty of the debtor; 

* defaults or delinquencies in interest and capital repayments by the debtor; 

* breaches of the terms of the debt instrument that result in it being payable earlier than the agreed term and the 
ability of the debtor to settle its obligation on the amended terms; and 

- a decline in prevailing economic circumstances (e*g. high interest rates, inflation and unemployment} that impact on 

the ability of entities to repay their obligations. 

Where a fee is received by the municipality for issuing a financial guarantee and/or where a fee is charged on loan 
commitments, it is considered in determining the best estimate of the amount required to settle the obligation at reporting date. 
Where a fee is charged and the municipality considers that an outflow of economic resources is probable, an municipality 
recognises the obligation at the higher of: 

* the amount determined using in the Standard of GRAF on Provisions, Contingent Liabilities and Contingent Assets 
and 

* the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in accordance 
with the Standard of GRAP on Revenue from Exchange Transactions. 
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1.16 Provisions and contingencies (continued) 
Decommissioning, restoration and similar liability 


Changes In the measurement of an existing decommissioning, restoration and similar liability that result from changes in the 
estimated timing or amount of the outflow of resources embodying economic benefits or service potential required to settle the 
obligation, or a change in the discount rate, is accounted for as follows: 

If the related asset is measured using the cost model: 

• changes in the liability is added to, or deducted from, the cost of the related asset in the current period. 

the amount deducted from the cost of the asset does not exceed its carrying amount. If a decrease in the liability 
exceeds the carrying amount of the asset, the excess is recognised immediately in surplus or deficit 

• if the adjustment results in an addition to the cost of an asset, the entity consider whether this is an indication that 

the new carrying amount of the asset may not be fully recoverable. If there is such an indication, Ihe entity tests the 
asset for impairment by estimating its recoverable amount or recoverable service amount, and account for any 
impairment loss, in accordance with the accounting policy on impairment of assets as described in accountinq policy 
1.12 and 1.13. 1 

If thB related asset is measured using the revaluation model: 

• changes in the liability alter the revaluation surplus or deficit previously recognised do that asset, so that: 

a decrease in the liability is credited directly to revaluation surplus in net assets, except that it is recognised in 
surplus or deficit to the extent that it reverses a revaluation deficit on the asset that was previously recoqnised in 
surplus or deficit; and 

an increase in the liability is recognised in surplus or deficit, except that it is debited directly to revaluation 
surplus in net assets to the extent of any credit balance existing in the revaluation surplus in respect of that asset- 

• in the event that a decrease in the liability exceeds the carrying amount that would have been recognised had the 
asset been carried under Ihe cost model, the excess is recognised immediately in surplus or deficit; 

• a change in the liability is an indication that the asset may have to be revalued in order to ensure that the carrying 
amount does not differ materially from that which would be determined using fair value at the reporting date. Any 
such revaluation is taken into account in determining the amounts to be taken to surplus or deficit and net assets if 
a revaluation is necessary, all assets of that class is revalued; and 

• the Standard of GRAP on Presentation of Financial Statements requires disclosure on the face of the statement of 
changes in net assets of each item of revenue or expense that is recognised directly in net assets. In complying with 
this requirement, the change in the revaluation surplus arising from a change in the liability is separately identified 
and disclosed as such. 

The adjusted depreciable amount of the asset is depreciated over its useful life. Therefore, once the related asset has reached 
the end of its useful life, all subsequent changes in the liability is recognised in surplus or deficit as they occur. This aDolies 
under both the cost model and the revaluation model. 

The periodic unwinding of the discount is recognised in surplus or deficit as a finance cost as it occurs. 

1.17 Commitments 

Items are classified as commitments when an entity has committed itself to future transactions that will normally result in the 
outflow of cash. 

Disclosures are required in respect of unrecognised contractual commitments. 

Commitments for which disclosure is necessary to achieve a fair presentation should be disclosed in a note to the financial 
statements, if both the following criteria are met: 

• Contracts should be non-cancellable or only cancellable at significant cost (for example, contracts for computer or 
building maintenance services); and 

• Contracts should relate to something other than the routine, steady, state business of the entity - therefore salary 
commitments relating to employment contracts or social security benefit commitments are excluded. 

1.18 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly 
gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party In exchange. 
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1,18 Revenue from exchange transactions (continued) 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm’s length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 

Sale of goods 

Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

* the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

* the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

* the amount of revenue can be measured reliably; 

* it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

* the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

Rendering of services 


When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

* the stage of completion of the transaction at the reporting date can be measured reliably; and 

* the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight line basis over the specified time frame unless there Is evidence that some other method better represents the stage of 
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 
significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by 

1*19 Revenue from non-exchange transactions 

Revenue comprises gross inflows of economic benefits or service potential received and receivable by a municipality, which 
represents an increase in net assets, other than increases relating to contributions from owners. 

Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied in 
the asset is required to be consumed by the recipient as specified or future economic benefits or service potential must be 
returned to the transferor. 


Control of an asset arise when the municipality can use or otherwise benefit from the asset in pursuit of its objectives and can 
exclude or otherwise regulate the access of others to that benefit. 

Exchange transactions are transactions in which one entity receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value {primarily in the form of cash, goods, services, or use of assets) to another entity in 
exchange. 

Expenses paid through the tax system are amounts that are available to beneficiaries regardless of whether or not they pay 


Fines are economic benefits or service potential received or receivable by entities, as determined by a court or other law 
enforcement body, as a consequence of the breach of laws or regulations. 
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f .19 Revenue from non-exchange transactions (continued) 

Mon-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, a municipality 
either receives value from another municipality without directly giving approximately equal value in exchange, or gives value to 
another municipality without directly receiving approximately equal value in exchange. 

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be used, 
but do not specify that future economic benefits or service potential is required to be returned to the transferor if not deployed 
as specified. 

Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use of a 
transferred asset by entities external to the reporting municipality. 

Tax expenditures are preferential provisions of the tax law that provide certain taxpayers with concessions that are not available 
to others. 

The taxable event is the event that the government, legislature or other authority has determined will be subject to taxation. 

Taxes are economic benefits or service potential compulsorily paid or payable to entities, in accordance with laws and or 
regulations, established to provide revenue to government. Taxes do not include fines or other penalties imposed for breaches 
of the law. 

Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes. 

Recognition 

An Inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent 
that a liability is also recognised in respect of the same inflow. 

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non- 
exchange transaction recognised as an asset, it reduces the canying amount of die liability recognised and recognises an 
amount of revenue equal to that reduction. 

Measurement 

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the 
municipality. 

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also recognises revenue equivalent 
to the amount of the asset measured at its fair value as at the date of acquisition, unless it is also required to recognise a 
liability. Where a liability is required to be recognised It will be measured as the best estimate of the amount required to settle 
the obligation at the reporting date, and the amount of the increase in net assets, if any, recognised as revenue. When a 
liability is subsequently reduced, because the taxable event occurs or a condition is satisfied, the amount of the reduction in the 
liability is recognised as revenue. 

Fines 

Fines are recognised as revenue when the receivable meets the definition of an asset and satisfies the criteria for recognition 
as an asset. 

Assets arising from fines are measured at the best estimate of the inflow of resources to the municipality, 

Where the municipality collects fines in the capacity of an agent, the fine will not be revenue of the collecting entity. 

1.20 Investment income 

Investment income is recognised on a time-proportion basis using the effective interest method. 

1.21 Borrowing costs 

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds. 

Borrowing costs are recognised as an expense in the period in which they are incurred. 
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1.22 Self Insurance fund 

The insurance fund is accounted for at net of cost, and any liability thereto, and adjustments are made only where there are 
valid claims to the fund. 

1.23 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 

1.24 Unauthorised expenditure 

Unauthorised expenditure means: 

* overspending of a vote or a main division within a vote; and 

• expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with 
the purpose of the main division. 


All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in 
the year that the expenditure was Incurred. The expenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance, 

1.25 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance, 

1.26 Irregular expenditure 

Irregular expenditure as defined in section 1 of the MFMA as follows: 

Irregular expenditure, in relation to a municipality or municipal entity, means - 

(a) Expenditure Incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a 
requirement of this Act, and which has not been condoned in terms of Section 170; 

(b) Expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a 
requirement of the Municipal Systems Act, and which has not been condoned i terms of that Act; 

(c) Expenditure incurred by a municipality in contravention of. or that is not in accordance with a requirement of the 
Public Office -Berears Act, 1998 {Act No 20 of 1998); or 


Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year the 
register and the disclosure note to the financial statements must be updated with the amount condoned 

Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the 
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register. If liability for the 
irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. Immediate 
steps must thereafter be taken to recover the amount from the person concerned. If recovery is not possible, the accounting 
officer or accounting authority may write off the amount as debt impairment and disclose such in the relevant note to the 
financial statements. The irregular expenditure register must also be updated accordingly. If the irregular expenditure has not 
been condoned and no person is liable in law, the expenditure related thereto must remain against the relevant 
programme/expenditure item, be disclosed as such in the note to the financial statements and updated accordingly in the 
irregular expenditure register. 


Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 2003), the 
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
economic entity's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it Is subsequently 
accounted for as revenue in the Statement of Financial Performance. 


42 






Newcastle Municipality 

Annual Financial Statements for the year ended 30 June 2019 

Accounting Policies 


1.27 Housing development fund 

The Housing Development Fund was established in terms of the Housing Act, (Act No. 107 of 1997). Loans from national and 
provincial government used to finance housing selling schemes undertaken by the municipality were extinguished on 1 April 
1990 and transferred to a Housing Development Fund. Housing selling schemes, both complete and in progress as at 1 April 
1998, were also transferred to the Housing Development Fund. In terms of the Housing Act, all proceeds from housing 
developments, which include rental income and sales of houses, must be paid into the Housing Development Fund. Monies 
standing to the credit of the Housing Development Fund can be used only to finance housing developments within the 
municipal area subject to the approval of the Provincial MEC responsible for housing. 

1.28 Internet reserves 
Self-Insurance reserve 

The municipality has a Self-Insurance Reserve to set aside amounts to offset potential losses or claims that cannot be insured 
externally (adapt to specific circumstances). The balance of the Self-Insurance Reserve is determined based on 5% of the 
insurance risk carried by the municipality (state basis of determining balance of self-insurance reserve) and past claims history 
in terms of a Council Resolution XX and is reinstated or increased by a transfer from the accumulated surplus/(delicit). The 
balance of the self-insurance fund is invested in short-term cash investments. 

Claims are settled by transferring a corresponding amount from the self-insurance reserve to the accumulated surplus. 

The municipality operates a self-insurance scheme under the Self-Insurance Reserve, which has a policy that is aligned with 
the practice in the Insurance Industry, The balance of the Self-Insurance Reserve is determined based on surpluses 
accumulated since inception. 

These surpluses arise from the differences between premiums charged against claims paid and various administrative 
expenditure incurred. 

At the end of each financial year the surplus as computed per above is transferred from accumulated surplus to Self-Insurance 
Reserve. 

Premiums are calculated on past claims experienced and are charged to the various Clusters. 

The balance of the self-insurance fund is fully cash backed and is invested in fixed and negotiable deposits. 

1.29 Related parties 

A related party is a person or an entity with the ability to control or jointly control the other party, or exercise significant influence 
over the other party, or vice versa, or an entity that is subject to common control, or joint control. 

Control is the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities. 

Joint control is the agreed sharing of control over an activity by a binding arrangement, and exists only when the strategic 
financial and operating decisions relating to the activity require the unanimous consent of the parties sharing control (the 
venturers). 

Related party transaction is a transfer of resources, services or obligations between the reporting entity and a related party, 
regardless of whether a price is charged. 

Significant influence is the power to participate in the financial and operating policy decisions of an entity, but is not control over 
those policies. 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, including 
those charged with the governance of the municipality in accordance with legislation, in instances where they are required to 
perform such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, that management in their dealings with the municipality. 
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1.29 Related parties (continued) 

The municipality is exempt from disclosure requirements In relation to related party transactions if that transaction occurs within 
normal supplier and/or client/recipient relationships on terms and conditions no more or less favourable than those which it is 
reasonable to expect the municipality to have adopted if dealing with that individual entity or person in the same circumstances 
and terms and conditions are within the normal operating parameters established by that reporting entity’s legal mandate. 

Where the municipality is exempt from the disclosures in accordance with the above, the municipality discloses narrative 
information about the nature of the transactions and the related outstanding balances, to enable users of the entity's financial 
statements to understand the effect of related party transactions on its annual financial statements. 

1.30 Events after reporting date 

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the 
date when the financial statements are authorised for issue. Two types of events can be identified: 

• those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date); 

• those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 


The municipality will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date 
once the event occurred. 


The municipality will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate 
cannot be made in respect of all material non-adjusting events, where non-disclosure could influence the economic decisions 
of users taken on the basis of the financial statements. 
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2. New standards and Interpretations 

2-1 Standards and Interpretations Issued, but not yet effective 

The municipality has not applied the following standards and interpretations, which have been published and are mandatory for 
the municipality's accounting periods beginning on or after 01 July 2019 or later periods; 


Standard/ Interpretation: 

* GRAF 104 (amended); Financial Instruments 

* GRAP 34: Separate Financial Statements 

* GRAF 35: Consolidated Financial Statements 

* GRAP 36: Investments In Associates end Joint Ventures 

» GRAP 37: Joint Arrangements 

* GRAP 38: Disclosure of Interests in Other Entities 

* GRAP 110 (as amended 2016): Living and Non-living Resources 


Effective date: 

Years beginning on or 
after 

01 April 2020 
01 April 2020 
01 April 2020 
01 April 2020 
01 April 2020 
01 April 2020 
01 April 2020 


Expected impact: 


Unlikely there will be a 
material Impact 
Unlikely there will be a 
material impact 
Unlikely there will be a 
material Impact 
Unlikely there will be a 
material impact 
Unlikely there will be a 
material impact 
Unlikely there will be a 
material Impact 
Unlikely there will be a 
material Impact 
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3, Investment property {continued} 

Details of valuation 

mf*fn e < ! at ! 0f *" r ® valua , tion * was 30 June 2019 ' Revaluations were performed by an independent valuer, Abubaker 
Rahim, of Evaluations Property Intelligence. 

The valuation was based on open market value for existing u$e h 

The value for munlcpal properties is totaling R362 852 618 {2016; R447 307 000). 

Investment property values were adjusted by the fair value adjustment of R15 370 000 {2018; R14 584 000) which was 
recognised in the surplus and deficit for the current year. 


Amounts recognised in surplus and deficit for the year. 

Fair value adjustment 

Rental Revenue recognised in the surplus and deficit for the year 


15 370 000 
(2 529 407} 


14 584 000 
(2 712 288) 
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2019 2018 


4. Property, plant and equipment (continued) 
Reconciliation of Work-in-Progress 2019 


Opening balance 
Additions 
Impairments 
Exclusions 

Transferred to completed assets 


Reconciliation of Work-In-Progress 2018 


Opening balance 

Prior year error 

Transfer to Heritage Assets 

Transfer to Buildings 

Additions 

Exclusions 

Transferred to completed assets 


Items Making 
up - other 

Building 

Land 

Prior year error 


_ 

AddrEions 

132 000 

367 043 

Other 

movements 

- 

(367 043) 

Transfer to 
completed 
assets 

(132 000) 

- 


Included 

within 

Infrastructure 

217 639 382 
124 111 659 
(6 609 206) 
(27 233 003) 
(215 736 718) 

92 172 114 


Included 

within 

Infrastructure 
208 774 867 
(26 788 933) 

(2 921 039) 
165 093 800 
(8 813 531) 
(117 705 782) 

217 639 382~ 


Heritage 

257 158 


(257 158) 


Included 
within 
Community 
42 489 082 
20 520 747 

273 567 
(47 204 735) 

16 078 661 


Included 
within 
Community 
39 356 071 

(477 408) 

10 759 322 
109100 
(7 258 003) 

424S9M2 


Exclusions 


9 748 749 
(9 748 749) 


Included 
within Other 
PPE 

257 158 
10 247 792 

(10 068 452) 
(436 498) 


Included 
within Other 
PPE 

39115 679 
257158 
477 408 
2 921 039 
330 718 

(42 844 B44) 
257 158 


Other 


47 340 
(47 340) 


Total 


260 385 622 
154 880 198 
(6 609 206) 
(37 027 888) 
(263 377 951) 

108 250 775 


Total 


287 246 617 
(26 531 775) 


176 183 840 
(8 704 431) 
(167 608 629) 

200 385 622 


Total 


257 158 
10247 792 
(10 068 452) 

(436 498) 


Expenditure Incurred to repair and maintain property, plant and equipment 


Building Maintenance 
Infrastructure Maintenance 
Land Maintenance 
Maintenance on Moveable Assetes 


4 788 361 
67 913 423 
231 935 
18 188 771 


91 122 490 


9 676 804 
B4 128 884 
1 332 410 
13 862 368 


109 000 466 
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7, Investments In associates 
Name of entity 


2019 


Listed / 
Unlisted 


Uthukela water 


% % Carrying 

holding holding amount 2019 
2019 2016 

34,00 % 34,00 % 234 927 851 


The carrying amounts of associates are shown net of impairment losses, 

8. Other financial assets 

At amortised cost 

Stand debtors 

9. Employee benefit obligations 
Calculation of actuarial gains and losses 

Actuarial gains (losses) - Obligation 

10. Inventories 

Water stock 
Consumable stores 

Provision for impairment of inventory 


2018 


Carrying 
amount 2018 

269 999 530 


i.92). 


Inventories recognised as an expense during the year 

11. Receivables from exchange transactions 

Deposits (Eskom and Nedbank Building) 

Sundry debtors 

Input VAT on Invoices raised 

12. Receivables from non-exchange transactions 

Fines (Gross balance) 

Less: Provision for Impairment 


1 646 

3 621 

10 765 537 

(5 793 705) 

268 046 

359 043 

14 173 621 

12 498 501 

14 441 669 

12 857 544 

(401 512) 

(395 394) 

14 04D 1S7 

12 462 150 

line. 


> of the following damages 

37 843 350 

29 950 832 

3 430 190 

3 236 990 

6114 925 

1 598 652 

71 642 223 

59 755 971 

81 187 338 

64 591 613 

51 194 372 

43 305 673 

(36 858 975) 

(30 018 453) 

14 335 397 

13 287 220 
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2019 2018 

12* Receivables from non-exchange transactions (continued) 

Reconciliation of Fines 


Opening balance 

Add: Fines recognised 

Less: Fines received 

43 305 673 38 046 650 

8 630 900 6 649 903 

(742 201) (1390 880) 

51 194 372 43 305 673 

Reconciliation for Provision of Impairment 

Opening Balance 

Add: Contribution 

30 018 453 25 930 3B9 

6 840 522 4 088 064 

36 858 976 30 018 453 

Receivables from non-exchange transactions impaired 

The ageing of amounts past due but net impaired is as follows: 


Opening balance 

Add Contribution for Impairment 

30 018 453 25 930 389 

6 640 522 4 088 070 

Fines Revenue recognised In surplus comprises of: 


Traffic Fines 

Other Fines 

6 630 900 6 649 903 

19 201 30159 


S3 
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2019 

2018 

13. Consumer debtors 



Gross balances 

Rates 

Electricity 

Water 

Sewerage 

Refuse 

Other 

VAT and sundry services 

259 854 841 
155400 872 
378 979 146 
276 564 308 
144 545 426 
179 422 654 
129 868 772 

215 657 775 
160 310 229 
324 217438 
233 156 580 
106 473 412 
64 751 338 
222 886 152 


1 524 636 219 

1 327 M2 924 

Less: Allowance for Impairment 

Rates 

Electricity 

Water 

Sewerage 

Refuse 

Other 

VAT and sundry services 

(156 756 559) 
(53 663 387) 
(262 878 368) 
(203 504 580) 
(95 151 148) 
(152 296 311) 

(9 651 452) 

<131 399 279) 
(13 563 084) 
(221 778 977) 
(178 259 185) 
(76 323 070) 
(43 701 219) 
(178 737 899) 


(933 901 805) 

(843 762 713) 

Not balance 

Rates 

Electricity 

Water 

Sewerage 

Refuse 

Other 

VAT and sundry services 

103 09B282 
101 737 485 
116100 777 

73 059 728 

49 394 278 

27 126 543 
120 217 320 

84 256 496 
146 747 144 
102 438 461 

54 897 394 

30 150 342 

21 050121 

44 148 253 


590 734 413 

483 690 211 

Included In above is receivables from exchange transactions 

EiecWcity 

Water 

Sewerage 

Refuse 

Other 

VAT and sundry services 

155 400 872 
378 979 146 
276 564 308 

144 545 426 
179422 854 

129 868 772 

160310 229 
324 217 438 
233 156 580 
106 473412 

64 751 338 
222 886 152 


1 264 761 378 

1 111 795149 

Included In above is receivables from non-exchange transactions (taxes 
and transfers) 

Rates 

259 854 841 

215 657 775 

Total 



1 524 636 219 

1 327 452 924 

Rates 

Currant (0 -30 days) 

31 - 60 days 

61 - 90 days 

91-120 days 

121 - 365 days 
> 365 days 

19 907 431 

9 182 070 

7 480 889 

6 952 125 

10 463 58B 

205 868 738 

24 426 848 

6 447 508 

5 768 311 

5 060071 

4 755 346 
169199 891 


259 854 641 

215 657 775 
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2019 

2018 

13. Consumer debtors (continued) 



Electricity 

Current (0 -3D days) 

31 - 60 days 

61 - 90 days 

91-120 days 

121 - 365 days 
> 365 days 

66 975 032 

8 2S2 446 

6 596 940 

4 976 544 

9 673 536 

36 724 375 

73 067 086 
852 401 
653 793 
506 539 
378 265 
84 852 145 


155 400 873 

180 310 229 

Water 



Current (0 -30 days) 

31 - 60 days 

61-90 days 

91 -120 days 

121 - 365 days 
> 365 days 

27 845 448 

6 746 026 

6 201 044 

8 513 716 

8 659 966 

317 010 946 

21 395 903 

9 128 760 

8 697 217 

8 298 783 

7 313 874 
268 862 901 


376 979 146 

324 217 438 

Sewerage 

Current {0 -30 days) 

31 - 60 days 

61 -90 days 

91 -120 days 

121 - 365 days 
> 365 days 

8 022 233 

6 305 275 

6 047 083 

5 786 176 

5 736 478 

244 667 063 

14 387 186 

5 396 722 

4 890 347 

4 487 301 

4 366 589 
199 628 415 


276 564 308 

233 156 S60 

Refuse 



Current (0 -30 days) 

31 -60 days 

61 - 90 days 

91 -120 days 

121 - 365 days 
> 365 days 

5 764 856 

4 470 015 

4 226 727 

3 999 560 

4 274 789 

121 809 479 

9 962 354 

3 449409 

3 031 609 

2 282 395 

2 166 052 
85 561 593 


144 545 426 

106 473 412 

VAT and Sundries 



Current (0 -30 days) 

31 - 60 days 

61 -90 days 

91 -120 days 

121 -365 days 
> 365 days 

1 455 772 

4 605 633 

4 742 924 

4 106 424 

4 779 766 
110178 252 

8 729 355 

3 134 070 

3 014 070 

2 820 126 

3 631 927 
201 556 604 


129 868 771 

222S8S152 

Other (specify) 

Current (0 -30 days) 

31 - 60 days 

61 - 90 days 

91 - 120 days 

121 - 365 days 
> 365 days 

(30 602 760) 

9 916 260 

7 533 396 

1 459 166 

10 755 590 

180 361 200 

1 614 870 

1 299 940 

1 430 469 

1 457 057 

1 186 336 

57 762 666 


179 422 854 

64 751 338 
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2019 

2018 

13. Consumer debtors (continued) 

Summery of debtors by customer classification 



Consumers 

Current (0 -30 days) 

25 594 569 

156618 572 

31-60 days 

32 664 772 

26 726 514 

61 - 90 days 

29 659 961 

24 607 493 

91 -120 days 

27 300 548 

22 147 115 

121 -365 days 

26 998 765 

20 565 304 

> 365 days 

1 066 059114 

907 547 666 


1228 477 729 

1 180 212 664 

Less: Allowance for impairment 

(835 417 319) 

(789 950 496) 


393 060 410 

370 262 166 

Industrial/ commercial 

Current (0 -30 days) 

69172170 

56 707 944 

31 - 60 days 

12 063 401 

2 234 677 

61 - 90 days 

13 281 860 

2 166 983 

91 -120 days 

7 746 534 

1 987 982 

121 - 365 days 

13 339 801 

1 934 196 

> 365 days 

101 146374 

59 528 716 


236 750 160 

124 560 69B 

Less: Allowance for impairment 

(98 484 465) 

(53 812 217) 


138 265 675 

70 748 481 

National and provincial government 

Current (0 -30 days) 

4 726 616 

(14 638) 

31 - 60 days 

6 751 552 

747 420 

61 - 90 days 

3 667 163 

711 294 

91 -120 days 

748 628 

777 176 

121 - 365 days 

14 205 147 

1 81B6B6 

> 365 days 

29 289 023 

38 639 423 


59 40 B 329 

42 679 563 

Total 

Current (0 -30 days) 

119 493 555 

215 311 876 

31 - 60 days 

51 479 725 

29 708 811 

61 - 90 days 

46 629004 

27 485 770 

91 -120 days 

35 795 711 

24 912 273 

121 -365 days 

54 543 713 

24 318 388 

> 365 days 

1 216 494 510 

1 005 715 605 


1 524 636 218 

1 327 452 925 

Less: Allowance for impairment 

(933 901 804) 

(843 762 714) 


590 734 414 

483 600 211 

Less: Allowance for impairment 

Current (0 -30 days) 

{4 029 339) 

(3 719 077) 

31 - 60 days 

(10 291 873) 

(2 665405) 

61 - 90 days 

(8 681 010) 

(4 001 899) 

91 -120 days 

(15 578 643) 

(4 793 812) 

121 - 365 days 

(12 405 450) 

(45 976 881) 

> 365 days 

(882 915 469) 

(782 385 640) 


(933 901 B04) 

(843 762 714) 

Reconciliation of allowance for Impairment 

Balance at beginning of the year 

(843 762 714) 

(665 834 480) 

Contributions to allowance 

(90139 090) 

(177 928 234) 


(933 901 804) 

(843 762 714) 
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2019 2018 


13. Consumer debtors (continued) 

Receivable from consumer debtors 

Receivables are amounts owing by cons timers, and are presented in net impafremnet losses. The municipality has the credit 
control policy In place, and the exposure to credit risk is monitored on a ongoing basis. The munieipailites compelled in terms of 
the constitutional mandate to provide all its residence with basic minimum services, without recourse to an assessment of credit 
worthiness. The municipality strategy for managing Its risk includes encouraging residence to pay for services, through an 
outreach programme, incentives schemes and to intall water demand management devices that control water flow to households, 
as weli as prepaid electricity meters for those consumers who struggle to pay for services, A deposit Is also required for new 
service connections, serves as guarantee. 

Fines are followed up by issue of summons. Traffic fines can be contested in court and this can lead to a review amount of the 
fine. 
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2019 2018 


14. Cash and cash equivalents 

Gash and cash equivalents consist of: 


Cash on hand 
Bank balances 
Short-term investments 


274 488 

4 688 340 

5 036 373 


9 999 201 


445 432 
9 612 485 
47 406 953 


57 464 870 


The municipality limits it exposure to credit risk by investing with only reputable financial institutions that have a sound credit 
rating, and with specific guidelines set in accordance with council's approved investment policy. Consequently, the municipality 
does not consider that there will be any significant exposure to credit risk. 

The municipality had the following bank accounts 


Account number/ description 

Bank statement balances 

Cash book balances 



30 June 2019 

30 June 2018 

30 June 2017 

30 June 2019 

30 June 2018 30 June 2017 

Nedbank-1162663738 

3 967 639 

- 

_ 

9 612 485 

19 732 952 

6 539 737 

Nedbank-1162660066 

720 702 

. 

_ 

_ 



FNB - 53140035974 


3 549 379 

13 082 957 

* 

_ 


FNB-53140063149 

- 

6 063 106 

6 649 995 


- 

- 

Total 

4688 341 

9 612 485 

19 732 952 

9 612 485 

19 732 952 

6 539 737 

Call Investments 







Standard Bank - 68450354/015 




1 026 807 

964 057 


Standard Bank - 68450354/016 




811 948 

21 631 574 


Standard Bank - 68450354/035 




41 066 

77 670 


Standard Bank - 68450354/036 




446 926 

44 677 


Standard Bank - 68450354/037 




387 724 

18 599 892 


Standard Bank - 68450354/038 




57 156 

1 076 294 


Standard Bank - 68450354/039 




76 423 

1 773 159 


Standard Bank - 68450354/040 




1 251 398 

_ 


ABSA - 9288456248 




65 729 

2 866 231 


ABSA - 9300506428 




500 843 

373 397 


Nedbank - 037648S55441 46 




107 



Nedbank - 037648555441 47 




107 

_ 


Nedbank - 037646555441 48 




107 



Nedbank • 037648555441 49 




107 

m 


Nedbank - 037648555441 51 




367 924 

- 






5 036 374 

47 406 951 


Interest Income 







Interest on primary account 




1 575 047 

1 868 016 


Interest on investments accounts 




3 315 246 

2 955 672 



4 890 293 4 823 688 
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2019 

2018 

15. Finance lease obligation 



Minimum lease payments due 

- within one year 

852 924 

233 511 

- fn second to fifth year inclusive 

392 517 

24 309 

Present value of minimum lease payments 

1 245 441 

257 820 

Present value of minimum lease payments due 

- within one year 

852 924 

233511 

- in second to fifth year inclusive 

392 517 

24 309 


1 245 441 

257 820 

Non-current liabilities 

392 517 

24 309 

Current 1 labilities 

852 924 

233 511 

16* Unspent conditional grants and receipts 

Unspent conditional grants and receipts comprises of: 

1 245441 

257 820 

Unspent conditional grants and receipts 

Sport and Recreation 

1 980418 

8 761 

Ingogo Fresh Produce 

11 353 

11 353 

Municipal Water infrastructure Grant 

3 276 300 


Newcastle library Internet project 

8 072 072 


Grant Skills Development 

909 541 

3 070 800 

Cleanest town 

823 975 

823 975 

Environmental Management Framework 

502 871 

502 871 

Neighbourhood Development Partnership 


12 118 797 

Water Services Operating & Masffication Subsidies 

2 772 038 

11 000 000 

Ostzwenl Art Centre 

4 742 933 

36 920 

Osizwenl library Internet project 

40 820 


Housing Osizwenl Sec E 

4 266 813 

4 266 813 

Newcastle Airport 

1 815 281 

1 815 201 

Capacity Building housing 

* 

8 414 666 

Fort Amiel Museum 

370454 

192 668 

Madadeni Library internet 

1 343 706 


Corridor Development 

131 075 

131 075 

Carnegie Art Gallery 

198 871 

279 871 

Provincialisation - Libraries 

2 180 752 

13 642 765 

Movement during the year 

17. Financial liabilities 

33 439 273 

56 316 816 

At amortised cost 

DBSA loans 

157 725 321 

168 106 644 

ABSA Bank loans 

268 678 454 

263 947 965 


426 403 775 

432 054 609 


426 403 775 

432 054 609 

Non*€urrent liabilities 

At amortised coat 

400 805 603 

402 570 627 

Current liabilities 

At amortised cost 

25 598 172 

29 483 981 
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2019 2018 


18. Defined Benefit Plan 


Reconciliation of defined benefit plan - 2019 


Employee benefits 

Opening 

Balance 

153 204 815 

Additions 

8 131 688 

Utilised 
during the 
year 

(7 997 613) 

Reversed 
during the 
year 

(10 765 537) 

Change in 
discount 
factor 

14 449 634 

Total 

157 022 987 

Reconciliation of defined benefit plan - 2018 






Opening 

Additions 

Utilised 

Reversed 

Change in 

Total 


Balance 


during the 

during the 

discount 





year 

year 

factor 


Employee benefits 

134 384 562 

6 676 879 

(6 215 831) 

5 793 705 

12 365 500 

153 204 815 


Non-current I [abilities 
Current liabilities 


Health Care Benefits 

Balance at the beginning of the year 
Current service cost 
Benefits paid 
Actuarial loss/(gain) 

Interest 


Net expenses recognised in Statement of Financial 
Performance PEMA 

Current service cost 
Benefits paid 
Actuarial loss/(galn) 

Interest 


Long Service Bonus Awards 

Balance at the beginning of the year 
Current service cost 
Benefits paid 
Actuarial loss/(gain) 

Interest 


Net expenses recognised in Statement of Financial 
Performance LSA 

Current service cost 
Benefits paid 
Actuarial loss/(gain) 

Interest 


148 355 252 
8 667 735 

157 022 987 


145 207 202 
7 997613 

153 204 815 


126 069 891 

5 540 8B4 
(4 214 110) 
(13 026 852) 

12 197 943 

111 427 422 

4 644 695 
(4 073 687) 
3 562 018 
10 509 423 

126 567 756 

126 069 691 

5 540 884 
(4 214110) 
(13 026 852) 

12 1 97 943 

4 644 695 
(4 073 667) 
3 562 016 
10 509 423 

497 865 

14 642 469 

27 134 922 
2590 604 
(3 783 503} 

2 261 315 

2 251 691 

22 957 138 

2 232 184 
(2 142 164) 
2 231 687 

1 856 077 

30 455 229 

27 134 922 

2 590 804 
(3 783 503} 

2 261 315 

2 251 691 

2 232184 
(2 142 164) 
2 231 687 

1 856 077 

3 320 307 

4 177 784 


Employee benefit cost provision: Assumption 
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18- Defined Benefit Plan (continued) 

The Municipally offers in-service members and continuation memebers the opportunity of belonging to one of several medical 
schemes, most of which offer a range of options pertaining to levels of cover. Upon retirement, an employee may continue 
membership of the medical scheme. Upon a memebers* death-1 n-service or death-in-retirement, thr surviving dependants may 
continue memebership of the medical scheme. The most recent actuarial valuations of the present value of the unfunded defined 
carried put aE at 30 June 2019 b Y Arcb Actuarial Consulting, a member of the Actuarial Society of South Africa 
(ASSA}. The present value of the defined obligation, and related current service costs and past service costs were measured 
using the projected units credit method. No other post retirement medical benefits are provided by the municipality]. 

It was assumed that the municipality's health care arrangements and subsidy policy would remain as outlined in Section 3 
Furthermore, it was assumed that the level of benefits receivable, and the contributions payable In respect of such would remain 
unchanged, with the exception of allowing for Inflationary adjustments. Implicit In this approach is the assumption that current 
levels of cross-subsidy from In-service members to continuation members within the medical scheme are sustainable end will 

rflnfiHi lo. 


Key financial assumptions used 
Discount rate 

Heatth care cost inflation rate 
Net effeflve discount rate 
Unfunded Accrued Liability 


9.38% 

6,84% 

2.38% 

R126 567 756 
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2019 ” 2018 


18. Defined Benefit Plan (continued) 


Current-service and Interest cost 
Year ended 30 June 2019 
Interest cost 

Actuarial (G a in y Loss recognised In surpl us/defid t 


R5 540 884 
R12197 493 
(R13 026 652) 


Long service Bonus Awards 

The long service bonus award is a faction of accumulated leave days that is converted into cash in the year an 
employee attains the service eligible for an award at e rate of 1/249 of annual salary par day. 


Key financial assumptions used 

Discount rate 8.17% 

General salary inflation rate 5,56% 

Net effective discount rate 2,47% 

The salaries used in the valuation include an assumed increase on 01 July 2019 of 6.4% as per 2019/20 Newcastle Municipally 
approved budget. 


Key Demographic Assumptions used 
Average retirement age 
Mortality during employment 
Withdrawal from services (Sample annual rate) 


Unfunded Accrued Liability 

Total value of liabilities 
Value of assets 
Unfunded Accrued liabilities 

Current service and Interest cost 
Current cost 
Interest cost 

Comparative of Vital Statistics 

Number of eligible employ ess 
Average annual salary 
Salary-weighted average age 
Salary-weighted average past service 
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SA 85-90 


Age 

Rate-Female 

RateMale 

20 

9% 

9% 

25 

8% 

8% 

30 

6% 

6% 

35 

5% 

5% 

40 

5% 

5% 

45 

4% 

4% 

50 

3% 

3% 

55 

0% 

0% 

>55 

0% 

0% 


R3G455 229 
R0 

R30 455 229 


R2 590 804 
R2 251 691 


1325 

R243 550 

44.2 

12.3 


Social benefits provision 

A brief description of the nature of the obligation and the expected timing of any resulting outflows of economic benefits or service 
potential. 

An indication of the uncertainties about the amount or timing of those outflows. Where necessary to provide adequate information, 
an entity shall disclose the major assumptions made concerning future events, as addressed in paragraph ,61. 

The amount of any expected reimbursement, stating the amount of any asset that has been recognised for that expected 
reimbursement. 
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2019 

2018 

19. Provision for Rehabilitation of Landfill site 



The movement in the provision is reconciled as follows 

Balance at the beginning of the year 

31 292 755 

31 217 650 

Decrease /Increase In provision 

(5 071 037) 

75105 

Finance charges recognised 

2 622 172 

- 


28 843 890 

31 282 755 

20. Payables from exchange transactions 



Trade payables 

439 274 542 

362 958 487 

Retentions 

34 551 748 

38 193 658 

Output VAT on levies 

126 440 810 

104 415 650 

Unallocated receipts 

17 269 766 

24 828 423 

Stale cheques written back 

743 585 

743 585 

Leave pay provision 

32 369 152 

32 756 691 

Bonus provision 

11 992 398 

14 079 781 

Other payables 

73 248 349 

43 224 471 


735 890 350 

621 200746 

Other payables include the following accounts, Salaries Accrued R44 835 224 (2018: R32 546 813), Grant Invoices R12 255 607 
(2010: R2 276 081), Suspense Direct Deposits RIO 368 269 (2018: R 13 775 440), Creditor Payments R 5 019 066 (2016: R 6 


194 747). GVR not Invoiced R 630 312 (2018: R684 739). Property Registration Costs R 99 349 (2018: R98 249), Surpluses & 


Shortages R40 522 (2018: R 37 896) 



21* VAT payable 



Tax payables 

9 783 001 

1 775 605 

VAT is accounted for on a payment basis. 



22. Consumer deposits 



Consumers - Electricity 

23 249 313 

18 595 636 

Consumer Guarantees 

(137 260) 

. 

Hall Deposits 

337 509 

321 670 

Housing Deposits 

47 712 

49 216 


23 497 274 

18 066 524 

23. Revenue 



Service charges 

996 977 844 

962 428 062 

Rental of facilities and equipment 

11 803 212 

7 814 644 

Other income 

2 915 580 

2 808 974 

Sundry sales 

766 901 

931 633 

Fee Income 

9 151 834 

11 118 686 

Interest received 

12 907 083 

15 420 561 

Property rates 

287110172 

253 485 719 

Government grants & subsidies 

509 802 892 

556 662 414 

Fines* Penalties end Forfeits 

8 650 101 

6 680 062 


1840 DBS 619 1 817 350 775 
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23. Revenue (continued) 

The amount included in revenue arising from exchanges of goods or 
services are as follows: 



Service charges 

996 977 844 

962 428 002 

Rental of facilities and equipment 

11 803 212 

7 814 644 

Other income 

2 915 580 

2 80S 974 

Sundry sales 

766 901 

931 633 

Fee income 

9 151 634 

11 118 686 

Interest received - investment 

12 907 083 

15 420 561 

The amount Included in revenue arising from non*exchange transactions 
is as follows: 

Taxation revenue 

1 034 522 454 

1 000 522 580 

Property rates 

Transfer revenue 

267 110 172 

253 485 719 

Government grants & subsidies 

509 802 892 

556 662 414 

Fines, Penalties and Forfeits 

8650 101 

6 680 062 


805 563 165 

816 828195 

24. Service charges 

Sale of electricity 

623 102 967 

649 843 465 

Sale of water 

176 SaS 426 

156 567 543 

Sewerage and sanitation charges 

108 895 738 

90 848 669 

Refuse removal 

88 290 713 

65 168 405 

25. Rental of facilities and equipment 

996 977 844 

962 428 082 

Premises 

Municipal housing 

10 689 108 

6 771 996 

Venue hire 

959 039 

925 678 

Rental - HDF 

155 065 

116 970 


11803 212 

7 814 644 

26. Fines, Penalties and Forfeits 

Traffic Fines 

8 650 101 

6 680 062 
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27, Other revenue 


Sundry Revenue 


Insurance Income 

1 035 891 

362 788 

Legal Fees Recoverable 

220176 

{1 337) 

Lost Books 

2 836 

4 211 

RID Admin Fee 

333131 

111 223 

Other Revenue 

202 542 

264 4B3 

Sundry Revenue 

1 121 004 

2 047 606 


2 915 580 

2 608 974 


Other Income 


Sales 


Burial plots 

372 847 

424 772 

Copies 

70474 

63 553 

Prepaid meters 

95 709 

194 889 

Printing 

20 260 

43 492 

Swimming tickets 

207 611 

184 927 


766 901 931 633 


Fee Income 


Fees 


Advertising signs 

1 481 545 

271 968 

Building plans 

751 127 

768 695 

Business letters 

779 017 

1 130 467 

Cemetery 

1 176 960 

1 309 924 

Meter reading 

367 253 

449 359 

Rates cfeanance certificate 

542 982 

454 428 

Reconnection 

3111 822 

2 915 793 

Town planning 

280 953 

432 813 

Other 

572 272 

2 945 334 

Tender 

87 905 

439 685 


9 151 636 11 116 686 


26, Interest received 


Sank 

Arrear consumer accounts 
Other Interest 


4 690 293 4 823 688 

8 014 550 10 594 239 

2 240 2 634 


12 907 083 15 420 561 
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29. Property rates 



Rates received 

Residential 

152 619 161 

136 465 813 

Commercial 

129463 993 

117 759 899 

State 

6419 610 

5 336 507 

Specialised Non-market 

587 820 

533 280 

Vacant land 

16 352 063 

15 655 740 

Agriculture 

2 471 528 

4 187 246 

Less: Income forgone 

(20 804 003) 

{26 452 767) 


287110172 253 485 718 


Valuations 



Residential 

13 331 254 000 

13 085 895 000 

Commercial 

4 381 511 000 

5 576 274 000 

State 

2113 182 000 

979 021 000 

Vacant 

485 967 200 

313 705500 

Specialised non-market 

1 556 820 900 

325 020900 

Agriculture 

1 416 242 000 

2 488 611 000 

Unratabla properties 

311502 000 

278 610 000 


23 596 479 100 

23 047 337 400 


Valuations on land and buildings are performed every 4 years, with an extension of 1 year, approved by MEC: Cogta, The last 
general valuation came into effect on 1 July 2014, Interim valuations are processed on an annual basis to take Into account 
changes in individual property values due to alterations and subdivisions. 
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30. Government grants and subsidies 



Operating grants 

Equitable share 

341 408 000 

318 176 000 

Newcastle library Internet project 


188 000 

Finance management grant 

1 700 000 

1 700 000 

Skills development grant 

5 068 472 

612 900 

Expanded Public Works programme incentive 

3 199 000 

4 166 000 

Electrification grant 

_ 

9 650 918 

Madadeni library internet project 

_ 

168 000 

Community Library Service Grant 

18 877 657 

166 000 

Provincelisation- AJI Libraries 

9 621 651 

14 733 163 

Capacity building Housing 

6 823070 

5 195 944 

Title Deeds Restoration Grant 

1 196 635 


Sports Maintenance Facilities Grant 

9180 


Carnegie Art Gallery 

265 000 

69 832 

Fort Arniel Museum 

6 414 

257158 

Sports and Recreation 

644 844 

860 739 


388 819 923 

356 D26 654 

Capital grants 

Neighbourhood development partnership 

12118 797 

22 648 494 

Water services operating & mssrfication subsidies 

8 227 962 


Municipal infrastructure grant 

56 232 000 

114 604 000 

IT TTralo Bosha Project 

1 050 000 

850 000 

Municipal water infrastructure grant 

38 412 497 

45 000 000 

Newcastle Airport 


17 533 271 

Shared Economic Infrastructure Facility Grant 

4 941 714 

- 

Conditional and Unconditional 

120 982 970 

200 635 765 

Included in above are the following grants and subsidies received: 

Unconditional grants received 

341 408 000 

318 176 000 

Conditional grants received 

168 394 693 

238 486418 


509 802 893 

556 662 418 

Municipal Infrastructure Grant 

Currant-year receipts 

56 232 000 

114 604 000 

Conditions met * transferred to revenue 

(56 232 000) 

(114 604 000) 

Financial Management Grant 

Current-year receipts 

1 700 000 

1 700 000 

Conditions met * transferred to revenue 

(1 700 000) 

(1 700 000) 

Skills Development Grant 

Balance unspent at beginning of year 

3 070 801 


Current-year receipts 

2 907 222 

3 683 701 

Conditions met - transferred to revenue 

(5 068 478) 

(612 900) 


909 545 

3 070 801 


Expanded Works Programme Incentive 
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30, Government grants and subsidies (continued) 

Current-year receipts 

3 199 000 

A 166 000 

Conditions met - transferred to revenue 

(3 199 000) 

(4 166 000) 

Environmental Management Framework 

Balance unspent at beginning of year 

502 871 

502 671 

Neighbourhood Development Partnership 

Balance unspent at beginning of year 

12116 797 

709 291 

Current-year receipts 

«* 

34 767 000 

Conditions met - transferred to revenue 

(12 118 797) 

(22 648 494) 

Other 

- 

(709 000) 


* 

12 11B 797 

Electrification Grant 

Balance unspent at beginning of year 


650 918 

Current-year receipts 

* 

9 000 000 

Conditions met 

* 

{9 650 918) 


Water Services Operating & Gasification Subsidies 


Balance unspent at beginning of year 

11 000 000 


Current-year receipts 


11 000 000 

Conditions mat - transferred to revenue 

(8 227 962) 

- 


2 772 038 

11 000 000 

LT - Tlrelo Bosha Project 

Balance unspent at beginning of year 

_ 

850 000 

Current-year receipts 

1 050 000 

_ 

Conditions met - transferred to revenue 

(1 050 000) 

(850 000) 


Sports Maintenance Facilities Grant 


Current-year receipts 

50 000 


Conditions met - transferred to revenue 

(9 160} 

- 


40 820 


Title Deeds Restoration 

Current-year receipts 

5 192 726 


Conditions met - transferred to revenue 

(1 196 635} 

* 

Other 

4 075 980 

- 


8 072 071 

> 

Community Library Service Grant 

Balance unspent at beginning of year 

7 467 928 

16 278 091 

Current-year receipts 

12147 000 

5 923 ODD 

Conditions met - transferred to revenue 

(1B877 6S7) 

(14 733 163} 

Other 

606 435 

- 
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2019 

2018 

30, Government grants and subsidies (continued) 

1 343 706 

7 467 928 

Madadenl library Internet project 



Current-year receipts 

Conditions met - transferred to revenue 


188 000 
(188 000) 



- 

Municipal Water Infrastructure Grant 



Current-year receipts 

Conditions met - transferred to revenue 

Other 

40 000 000 
(38 412 497) 

1 688 797 

45 000 000 
(45 000 000) 


3 276 300 

* 

Osizweni Library internet project 



Current-year receipts 

Conditions met - transferred to revenue 

m 

188 000 
(188 000) 



- 

Provlnciallsatlon- Ail Libraries 



Balance unspent at beginning of year 

Cunent-year receipts 

Conditions met * transferred to revenue 

Other 

6 174 837 

6 234 000 
(9 621 651) 

(606 435) 

6 174 837 


2 180 751 

6174 837 

Capacity Building housing 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

Other 

8 414 666 

7190 396 
(6 823 070) 

(4 075 979) 

6 693 670 

6 916 740 
(5 195 944) 


4 706 013 

8 414 666 

Osizweni arts centre 



Balance unspent at beginning of year 

36 920 

36 920 

Corridor development 



Balance unspent at beginning of year 

131 075 

131 075 

Cleanest town 



Balance unspent at beginning of year 

823 975 

823 975 

Newcastle Library Internet Project 



Current-year receipts 

Conditions met - transferred to revenue 


188 000 
(188000) 



* 
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30, Government grants and subsidies (continued) 



Sport and Recreation 

Balance unspent at beginning of year 

6 761 


Current-year receipts 

2 666 500 

889 500 

Conditions met - transferred to revenue 

(644 644) 

{880 739) 

Other 

(50 000) 

- 


1960 417 

8 761 

Ingogo Fresh Produce 

Balance unspent at beginning of year 

11 353 

11 353 

Carnegie Art Gallery 

Balance unspent at beginning of year 

279 671 

169 703 

Current-year receipts 

194 000 

200 000 

Conditions met - transferred to revenue 

(265 000) 

(89 832) 


188 871 

279 871 

Fort Amlel Museum 

Balance unspent at beginning of year 

192 868 

300 026 

Current-year receipts 

184 000 

150 000 

Conditions met - transferred to revenue 

(6 414) 

(257 158) 


370 454 

192 888 

Newcastle Airport 

Balance unspent at beginning of year 

1 815 281 

272 567 

Current-year receipts 

_ 

19 075 985 

Conditions met - transferred to revenue 

- 

(17 533 271) 


1 815 281 

1 815 281 
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31. Employee related costs 


Basic 

339 339 942 

315 679 635 

Medical aid * company contributions 

19 649 781 

18 750 743 

UIF 

2 501 353 

2 509 361 

WCA 

- 

4 347 732 

SDL 

4 710 732 

4 321 591 

Bonuses paid 

22 629 646 

30 009 045 

Defined contribution plans 

59 465 635 

67 548 299 

Travel, motor car, accommodation, subsistence and other allowances 

7 342 414 

4 516 952 

Overtime payments 

59 374 705 

53 816 678 

Long-service awards 

2 302 437 

2 079 420 

Transport allowance 

24 403 380 

23 706 939 

Housing benefits and allowances 

8 290 174 

8 368 817 

Group insurance 

5 747 810 

5127 686 

Bargaining council 

149 739 

142 903 

Night worfc allowance 

1 848 686 

1 742 398 

Leave pay provision 

9 864 260 

6137119 


567 840 894 

548 805 318 

Remuneration of the Municipal Manager 



Annual Remuneration 

1 342 020 

1 487 805 

Car Allowance 

121 5S1 

126 933 

Contributions to UIF, Medical and Pension Funds 

169 776 

261 054 

Acting allowance 

86 679 

- 


1 720 056 

1 885 792 

Appointment date: 2016/01/01 



Remuneration of the Chief Finance Officer 



Annual Remuneration 

180 292 

450 731 

Car Allowance 

33 333 

83 333 

Contributions to UIF. Medical and Pension Funds 

14 441 

30144 

Other 

- 

34 339 

Acting allowance 

114 933 

* 


342 999 598 547 


CFO left on 2016/08/31 T there is an acting CFO as at 2019/06/30. 
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31. Employee related costs (continued) 

Remuneration of Executive Directors & Municipal Manager 


Annual Remuneration 
Car Allowance 
Annual Bonuses 

Contributions to UJF, Medical and Pension Funds 
Acting allowance 
Leave Paid/ En-cashed 
Other 


Community Services 

Annual Remuneration 
Car Allowance 

Contributions to UIF, Medical and Pension Funds 


Appointment date: 2016/08/01 

Development and Planning Services 

Annual Remuneration 
Car Allowance 

Leave paid/ Leave En-cashed 

Contributions to UIF, Medical and Pension Funds 

Acting allowance 


Appointment date: 2018/08/01 
Electricity Services 
Annual Remuneration 

Contributions to UIF, Medical and Pension Funds 


Internal Audit 

Annual Remuneration 
Car Allowance 
Annual Bonuses 

Contributions to UIF, Medical and Pension Funds 
Leave paid/ leave En-cashed 


Appointment date: 2013/11/01 

Technical 

Annual Remuneration 
Car Allowance 

Contributions to UIF, Medical and Pension Funds 


5 368 260 

3 784 568 

618 002 

334 253 

133 695 


701 775 

387 448 

252 633 


285 313 

282 221 

* 

253 070 

7 359 578 

5 041 560 


793 641 

m 

199 660 

. 

141 931 


1 140 262 



280 250 
45 000 
170 913 
79 644 

51 021 

1 053 542 
140 219 

42 240 

626 628 

1 236 001 

- 

119 877 
149 

> 

120 026 

916 300 

27 424 

76 358 
177 301 
114 400 

931 442 
115169 

154 585 

1 311 783 

1 201 196 

1 155 678 

17 234 

13 625 

119 877 

149 

1 186 537 

120 026 


Appointment date: 2018/06/14 
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31, Employee related costs (continued) 



Corporate Services 

Annual Remuneration 

695 079 


Car Allowance 

173 770 


Annual Bonuses 

57 337 


Contributions to UIF, Medical and Pension Funds 

105027 


Appointment date: 2018/09/10 

1 031 213 

■ 

32. Remuneration of councillors 

Mayor 

904 319 

659 063 

Deputy Mayor 

681 584 

707 466 

Executive Committee Members 

4 612 963 

3 164 570 

Speaker 

664 236 

707 377 

Council fora 

16 156 871 

16 746 339 

Chief Whip 

723 696 

458 691 

MPAC Chairperson 

689 600 

472 249 

Traditional Leaders 

48 460 

48 480 


24481 651 

23 164 255 

Mayor 

Annual remuneration 

602 533 

631 520 

Car allowances 

210 579 

186 763 

Cellphone allowances 

40 800 

40 800 

Contribution to UIF, medical aid and pension 

28 399 


Other 

22 008 

* 


904 319 

659 083 

Deputy Mayor 

Annual remuneration 

392 969 

439 103 

Car allowances 

150 638 

162 527 

Cellphone allowances 

35 755 

40 800 

Contribution to UIF, medical aid and pension 

58 945 

65 035 

Other 

43 277 



681 584 

707 465 

Speaker 

Annual remuneration 

392 969 

439 014 

Car allowances 

150 636 

162 527 

Cellphone allowances 

35 755 

40 800 

Contribution to UIF, medical aid and pension 

58 937 

65 035 

Other 

25 939 



664 238 

707 376 

Chief Whip 

Annual remuneration 

420 393 

270 184 

Car allowances 

161 151 

103 571 

Cellphone allowances 

40 800 

40 800 

Contribution to UIF, medical aid and pension 

63 059 

44 136 

Other 

38193 



723 596 

458 691 
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32, Remuneration of councillors (continued) 

In-kind benefits 

The Executive Mayor, Deputy Executive Mayor, Speaker and Mayoral Committee Members are full-time. Each is provided with an 
office and secretarial support at the cost of the Council. 

Also, Chief Whip and MPAC Chaiperson are provided with offices. 

The Executive Mayor is entitled to stay at the mayoral residence owned by Council at no cost. The Executive Mayor has use of a 
Council owned vehicle for official duties. 

The Mayor and the Deputy Mayor each have the use of separate Council owned vehicles for official duties. 

The Mayor has three full-time bodyguards. The Deputy Mayor and speaker have two full-time bodyguards. 

33. Depredation and amortisation 

Property, plant and equipment 366 722 970 446 750 849 

Intangible assets 2 704 729 2 910 866 

369 427 699 449 661 715 


34, Impairment of assets 


Impairments 

Fines 

Inventory 

Property, plant and equipment 
Intangible assets 


6 841 195 4 088 070 

6117 35 432 

9 358 457 

248 639 


16 205 789 4 372191 


The main classes of assets affected by impairment Josses are: 

Fines debtors , Inventory, and Infrastructure asset and community asset. 

Impairment of outstanding traffic fines debtors calculated as the average of uncollected fines. 


Inventories which are impaired are goods which are damaged and obsolete. 

Refer to noteNorl.ll 

The main events and circumstances that led to the recognition of these impairment losses are as follows 

Property, plant and equipment was mainly affected by roads under construction which had it's materials damaged and some 

street lights were also damaged. Further, certain play parks were vandalised which resulted in Impairment. 

35, Finance costs 


Non-current borrowings 

42 340 887 

31 999 938 

Provisions and current borrowings 

17 538 994 

12 543 058 

Interest Expense 

19 697 299 

5 028 020 


79 777 180 

49 571 018 


36. Debt Impairment and Bad debts written off 


Debt Impairment 

indigents written off 

Bad debts written off - Incentives 

Writes off as per resolutions 


90 139 090 
72 072 090 
6 408 033 
11 128 216 


179 747 429 


177 928 234 
28 723 099 
2 289 241 


208 940 574 
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37. Bulk purchases 

Electricity - Eskom 

423 037 391 

449 143199 

Water 

98 350 881 

91 798 314 


521 38B Z72 

540 941 513 

38. Contracted services 

Security Services 

27 698 873 

25 907 783 

Consultants and Professional Services 

35 995 757 

34 208 552 

Contractors 

52 205 121 

73 276477 


116 099 751 

133 392 812 

39. General expenses 

Advertising 


1 324 574 

Assessment rates & municipal charges 

5 656 044 

1 022 373 

Auditors remuneration 

4 393 123 

3 734 763 

Bank charges 

1 911 992 

3 863 454 

Legal fees 

56 990 

315 039 

Donations 

_ 

2 345 

Entertainment 

92 596 

401 767 

Insurance 

6 929 841 

5 537 111 

Community development and training 

6 756 372 

8 909 024 

IT expenses 

11 608150 

8 659 480 

Magazines, books and periodicals 

278 375 

288 325 

Medical expenses 

43113 

6 790 

Motor vehicle expenses 

19 763 867 

22 607 437 

Expenditure on Grants 

(1 875) 


Subsistence and Travelling 

2 358 299 

2 649 308 

Patrol, Oil and Grease 

584 278 

847 043 

Postage and courier 

3 867 039 

3 201 402 

Printing and stationery 

2 733 515 

3 212 479 

Promotions 

22 234 

40 299 

Protective clothing 

4 428 884 

4 387 277 

Repairs and maintenance 

81 094 572 

106158 594 

Royalties and license fees 

159 374 

151 201 

Membership fees 

10 554 003 

5 572 972 

Telephone and fax 

11 465 145 

15 074 631 

Training 

6 413 545 

9 644 958 

Refuse 

A 730 462 

4 457 784 

Tools 

72 752 

178 937 

Other expenses 

30 987 2G0 

13 605 433 

Administration expenses 

37 471 316 

32 449102 

Contribution to post retirement benefits 

8 131 686 

6 876 879 

Material 

6 185 201 

7192 998 

Loss on sale of assets 


33 275 

Chemicals 

294 012 

325 084 


269 242 169 

272 732 1 SB 

40. Fair value adjustment to investment property 

The value of the Investment Property has been reviewied 

15 370 000 

14 584 000 

41. Auditors'remuneration 

Fees 

A 044 245 

3 575 312 

Audit Commltte 

348 878 

159451 


4 393 123 

3 734763 
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42. Cash generated from operations 

Deficit 

Adjustments for; 

Depreciation and amortisation 

Fair value adjustment and Share of deficit 

Share of deficit in associates 

Gain on Actuarial Valuation 

Loss on Actuarial Valuations 

Other non-cash items 

Impairment of assets 

Debt Impairment 

Movements In provisions 

Government grants non-cash 

Prom In sale of asset 

Changes in working capital: 

inventories 

Receivables from exchange transactions 
Consumer debtors 

Other receivables from non-exchange transactions 

Other financial assets 

Short term portion finance lease 

Other financial liabilities 

Payables from exchange transactions 

VAT 

Finance lease obligation 

Unspent conditional grants and receipts 

Consumer deposits 

Provision for Rehabilitation of Landfill site 
Short term portion of defined benefit 
Landfill 


2019 


(310 456 277) 

369 427 699 
(15 370 000) 
35 071 678 
(10 765 537) 

(32 573) 
16 205 077 
179 747429 
(5 071 037) 
(19 757 803) 
(3 382 489) 

(1 578 007) 
(16 595 725) 
(197 183 295) 
(1 048 178) 
1 975 

(3 BBS 809) 
114 689 604 
8 007 396 
619 413 
(22 877 542) 
4 530 751 
(31 292 733) 
670122 


SB 674 139 


2018 


(438 398 474) 

449 661 715 
(11 917493) 

4 798 590 

5 793 705 

4 372 191 
20B 940 574 
17 050 384 


2 761 378 
(24 303 940) 
(216 763 435) 
(1 170 953) 
2170 
84 657 

194 139 425 
(614 920) 

14 760 804 
4 632 285 
31 292 755 
1 781 782 
(2 518 504) 

^44 364606 


76 













Newcastle Municipality 

Annual Financial Statements for the year ended SO June 2019 


Notes to the Annual Financial Statements 



2019 

2018 

43. Commitments 



Authorised capital expenditure 



Already contracted for but not provided for 

* Infrastructure assets 

* Community assets 

79 670 165 

2 233 682 

69 171 024 
2 066 321 


81 984 087 

71 238 245 

Not yet contracted for and authorised by accounting officer 

• Infrastructure assets 

120 559 336 


Total capital commitments 

Already contracted for but not provided for 

Not yet contracted for and authorised by accounting officer 

81 904 067 

120 559 336 

71 238 245 


202 463 403 

71 238 245 

Total commitments 



Total commitments 

Authorised capital expenditure 

202 463 403 

71 238 245 

Operating leases - as lessee (expense) 



Minimum lease payments due 

* within one year 
- in second to fifth year inclusive 

2 246 574 

10 225 653 

566 940 
578 017 


12 472 227 

1 144 957 


Operating lease payments represent rentals payable by the municipality for certain of its office properties. Leases are negotiated 
for an average term of seven years and rentals are fixed for an average of three years. No contingent rent is payable. 
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2019 ~ 2018 


44. Contingencies 
Plant!ft; Evnlc Data CC 

There is litigation process against the municipality netting to the dispute with Evnic Data CC t who is seeking damages of R23 
mil Heritor the loss of profit The estimated ligal costs are R300 000. The allegations are that there was an Irregular awarding of 
tender to another bidder due to unfair evaluation and awarding. Parties to convene pretrial. 

Plantiff: Slgatha Africa Joint Venture 

Slngatha Africa Joint Venture is seeking damages of RBI 5 475 for loss of profit relating to a dispute of breach of contract, the 
claim that they were engaged as a Protect Manager of housing project but the contract was cancelled. Estimated legal costs are 
R300 000. Awaiting trial date. 

Plantiff: Evnlc ADZ Construction CC 

There is litigation process against the municipality relting to the dispute with ADZ Construction CC, who is seeking demages of 
R1 245 491 for breach of contract. It alleges that the contract was unlawfully terminated. Estimated legal costs are R250 000. 
Litigation to proceed. 


Plantiff: Matilda Plumbing & Projects CC 

There is litigation process against the municipality retting to the dispute with Matilda Plumbing and Projects CC. The estimated 
claim amounts to R200 000 and the estimated legal costs are R300 GOO. 

Plantiff: SJ Zulu 

There is litigation process against the municipality relting to the dispute SJ Zulu. SJ Zulu has lodge an application to cease 
excavation and construction of sewerage pumpstation project initiated by the municipality. The case is in Nigh court end the 
estimated cost is R20 million and R40 000 of legal costs, 

Plantiff: Rusha/Dylan Peterson 

There is a litigation process against the municipality relating to a dispute with Rush Peterson where has allegations that the 
municipality was negligent, leaving the drainage water pipes open in a public place that was accessible to children. Her child was 
injured. The case now is in her son's name Dylan as he is now over 16 years. The claim for damages now is R2 800 000, 
Estimated Legal costs is R 5 000. 


Plantiff; Slblya {Ingogo Fresh Produced) 

There Is a litigation process against the municipality relating to a dispute with Mr Siblya whereas there was an agreement 
between the municipality and Mr Sibiya to pay the rental of R1500 per month on the portion of land belonging to Mr Sibfya now 
demands R30 000 Instead of R1500, EXCO authorised that the matter be handled by COGTA. 


Plantiff: Sage wise 1018 cc & Kadbro Taxi City 

The NMPT previous set aside the restrictive condition which was successful on internal appeal. The applicant did not participate 
in the internal appeal. The estimated costs are R65D 000. 
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44. Contingencies (continued) 

Plaintiff: Minister of Water Affairs 

The Minister of Water Affairs Is suelng the municipality for services of water rendered for the period April 2002 to 31 
August 2016. An arrangement has been made to pay this In Instalments of 3 years. Amount sued for Is R35 906 412.22 
and estimated legal costs are R380 000 

Plaintiff: Small Enteprfse Finance Agency SOC Ltd 

Summons were Issued against the municipality for R 1 100 00D and estimated legal costs of R350 000. 

Plaintiff: Blgen Service fries PTY(LTD) 

The former sendee provider objected to the municipality appointing another service provider to take over the debt 
management service. Legal costs of R250 000. 

Plaintiff: Concust Consulting and Vuka Abazlyo Consulting on NPDPCT projects 

Legal opinion on the viability of Instruction sent to Concost Consulting by Acting SED.Legai Costs of R1S 000. 

Plaintiff: Miracle Mile Investments 

This Is a collection matter for outstanding money wherein fraud was perpetrated. The monies outstanding with interest 
will be In the region of R 1 100 000 . Legal costs of R90 000. 

Plaintiff; New Integrated Credit Solutions (N1CS) 

Dispute regarding the non payment of a service provtder.Legal costs of R1 200 000. 

Plaintiff: Scarlet Hlbus Investments 220 (PTY) LTD 

The municipality has been sued an estimated amount of R 42 000 000, Legal costs R 1 530 9S0. 

Plaintiff: Nomsa Communal Property Association & 2 Others 

The municipality Is being for used for an estimated amount of R 1 100 000, Legal costs R420 000. 


Insurance Claim from Third Parties Public Liability 

Alistair Kevin van Wyfc for Personal Injuries. Sued amount R6 000 000 and estimated legal costs R5 000. 

Dlaan and AJ Von Broembsen for properly damage due to rain storm. Sued amount Is R220 580 and estimated legal fees 
Is R5 000. 

Olivia Slzani Nzlmande for Motor Vehicle claim. Sued amount R109 550 and estimated legal costs R5 000, 

Vusi Mahlangu for Vehicle damage claim. Sued amount R140 835 and legal costs R5 000. 

Vlshat Heeralal for Personal Injuries claim. Sued amount R1 050 000 and estimated legal costs R5 000. 

Nicole Adele Plllay for Motor Vehicle damage claim. Sued amount R1Q1 327 and legal costs of R5 000. 

Chemile Dlabehlezt Dladla for Personal injurie. Sued amount R6 000 000 and legal costs of R5 080. 

SK Made/Shorios for personal Injuries while attending Youth celebration. Sued amount RIO 000 000 and legal costs R5 

000 . 


Labour reviews and Bargaining Council 

Raves h Singh and 3 others, they have launched a grievance on non appointments on some posts. The estimated legal 
costs are R50 000. 

SR Nzlmande, unfair dismissal. 

MO Shozl, unfair dismissal 
Q Zwane* unfair dismissal 

LP Zwane & Others (Traffic wardens), unfair labour practice 
B Mkhlze & others (Traffic wardens), unfair labour practice 
ZB Madurva, unfair labour practice 
N Nkutha, unfair labour practice 

BE Mswane, unfair labour practice, The estimated legal costs R8 million. 
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45. Related parties 
Relationships 

Associates Refer ^ note 7 

Related party balances 

Amounts Included In Trade receivable (Trade Payable) regarding related 
parties 

Uthukela water 


Investment In Associates 
Uthukela Water (Pty) LTD 

Bulk Water 

Uthukela Water (Pty) LTD 

Dr Pixley ka Isaka Seme local municipality 

Related party transactions 


61 096 146 

27 007 793 

(35 071 678) 

(31 781 069) 

95 285 645 

78 804 850 

164 509 

11 537 786 
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2019 201B 


46. Prior period errors (continued] 


1. The work in progress relating to infrastructure was adjusted with the consultant fees which do not result to a Municipal asset 

. . tirt - R 6 504 661.31 

2. Review of useful life and change in Estimates of Infrastructure assets which were not processed in the prior year 

, t ail R 242911 180.61 

3. Asset capitalised twice 

- R 9 913.40 

4. Bui [dings - Tower Block Depreciation correction after capitalisation of additional costs 

- R 63 735,00 


5. Costs of Refurbishing Uthukela Assets 

Total PY Adjustment - infrastructure 


-R 21 381 848.44 
R 212 931 022.46 


Reclassifications 
WIP - Community 
WP - Infrastructure 

The following prior period errors adjustments occurred: 

Investment Property 

Recognition of Municipal Properties that were not in the IP Register 
Removal of properties accounted for in Land and in IP 
Removal of properties that do not belong to the municipality 

Total for Investment Property 

Heritage Assets 

Recognition of an existing assets 
Total Heritage asset 
Accruals 
Clearing of accruals 

47. Comparative figures 

Certain comparative figures have been reclassified. 

[Insert reasons for reclassification.] 

The effects of the reclassification are as follows: 

Income Statement 

_ _ 2018/19 AFS _ 2017/18 AFS 

Effect 

Co ntracted Services 133 392 812 90 574 430 

moved 

General Expenses 272 732138 315 550 521 

48. Risk management 
Financial risk management 


R 257 158.00 Nil impact 
- R 257 158.00 Nil impact 


R 69 256 000.00 
-R 1 555 000.00 
-R 6 489 000.00 

R 61 212 OOO.OD 


R 3 731 365 
R 3 731 365 


R 24 461 624 


42 818 382 

-42 818 383 


PJft _ Comments 

Some contracted services were 
from General Expenses 


Financial management risk is to determine whether the municipality's financial health is able to meet Its short-term commitments 
or obligations. 
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2019 


48. Risk management (continued) 

Liquidity risk 

The municipality's risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

The municipality recorded the cash ratio of 1% {2018: 7%) in the current year. The entity required to maintain the cash ratio of at 
least 100% in order to ensure that adequate funds are available to cover Its current liabilltities. 

The municipality also recorded the current ratio of 85% (2018:82%) in the current year. The municipality is required to maintain 
the current ratio of 150% in oreder to ensure that current assets are adequate to cover Its current liabilities. 

The municipality recorded the add test ratio of 86% {2018: 78%) in the current year. The entity required to maintain the acid test 
ratio of at least 100% in order to ensure that adequate funds are available to cover its current Hablfitities. 

Credit risk 


Credit risk te the risk of financial loss to the municipality if fts customers or counterpart fail to meet their contractual obligations. 
Credit risk arise primaiiry from the municipality’s investments, cash and cash equivalents and receivables. The carrying values of 
these financial assets represents the maximum credit exposure. The maximum exposure as at 30 June 2019 was as follows: 

2019 2018 

Cash and cash equivalents (excluding cash on hand) R 9 999 201 R 57 444 870 

Other receivables R gg 522 736 R 81 187 338 

Receivables from consumer debtors R59Q 734 415 _ R 483 690 211 

R 896 256 352 _ R 586 P33 923 

49. Going concern 

As at 30 June 2019, the municipality had an accumulated surplus (deficit) of 6 658 758 884 (2018:6 971 119 275} and that the 
municipality's current {labilities exceed its assets by 127430 574 (2018:135 767 865) 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis 
presumes that funds wiil be available to finance future operations and that the realisation of assets and settlement of liabilities, 
contingent obligations and commitments will occur in the ordinary course of business. 

We draw attention to the fact that at 30 June 2019, the municipality had an accumulated deficit of R 310 million and the 
municipality's Cash and Cash Equivalent is R9.9 million whichls not sufficient to cover the current liabilities of the municipality. 

The current assets are less than current liabilities, the collection rate has improved a little bit but the is still a risk that all the 
outstanding debtors will be collected. Over the next twelve months, the municipality is still committed to ensure that expenditure 
is kept within the funded and approve budget,. 

The ability cf the municipality to continue as a going concern is dependent on a number of factors. The most significant of these is 
that the accounting officer continue to procure funding for the ongoing operations for the municipality and that the Provincial and 
National government has neither the Intention nor tile need to liquidate or curtail materially the scale of the municipality. 

50. Events after the reporting date 


In October 2019 the Municipality was informed that one of its biggest customers, South African Culcium Carbide, was liquidated 
At the time when the company was liquidated it was owing the Municipality R54.4 million. This process has resulted into the 
municipality impairing the debt which was being owed by the consumer. 

In August 2019, the Department of Sports and Recreation withdrew issued a correspondanse advising the municipality that the 
funding of the construction of Phelindaba Fitness Centre projects has been withdrawn, due to the fact that the municipality was 
unable to meet the conditions of the grant. The municipality has been ordered by the department to refund an amount of 
R2,616,500 which was transferred to the municipality during the year. 
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201 g 

2018 

51* Unauthorised expenditure 



Opening balance as previously reported 

(918 010182) 

(793 827 005) 

Opening balance as restated 

Add: Unauthorised Expenditure - Current year 

(918 010 182) 

(47 430) 

(793 827005) 

(124 183 177) 

Closing balance 

(018 057 522) 

(918 010 182) 


The municipality incurred unauthorised expenditure of R47 430 (2018: R124 183 177} during the financial year R47 340 due to 
misdasatfication af expenditure. 


52. Fruitless and wasteful expenditure 


Opening balance as previously reported 

Opening balance as restated 

Eskom overdue interest 
SARS late payments 
DBS A 
It ha la Bank 

Department of Labour-Workmans Comp Interest charged 

Impairement- Esdidini Road 

Telkom 

Byteapex 

Unauthorised Debit Orders 
Nataf Joint Municipal Pension Fund 
Delca Consulting 

Closing balance 


9 974 342 

1 501 467 

9 974 342 

1 501467 

17 529 920 

3 451 269 

2 527 408 

3 936 514 

884 745 

584 101 

2180 

1 592 

- 

499 399 

6 609 206 

_ 

93 105 

* 

1 712 

* 

199 350 

_ 

25 198 

_ 

765 860 

- 

38 613 025 

9 974 342 
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2019 

2018 

53. irregular expenditure 



Opening balance 

283 338 197 

187 643 508 

Add: Irregular Expenditure - current year 

86 886 867 

95 694 689 

Closing balance 

370 225 054 

283 338197 
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54. Additional disclosure In terms of Municipal Finance Management Act (continued) 
Pension and Medical Aid Deductions 


Current year subscription / fee 


126166 459 

111 640 778 

Amount paid - current year 


(115634 236) 

ID 552 223 

(111 640 778) 

VAT 

VAT payable 

Councillors 1 arrear consumer accounts 

The following Councillors had arrear accounts outstanding for more than 90 days at 30 June 2019: 

9 783 001 

1 775 605 

30 June 2019 

Outstanding 
less than 90 
days 

Outstanding 
more than 90 
days 

Total 

Councillor MF Zlkhali 

734 

2 799 

3 533 

Councillor MS Mfangeni 

2 573 

15 055 

17 628 


3 307 

17 854 

21 161 

30 June 2018 

Outstanding 
less than 90 
days 

Outstanding 
more than 90 
days 

Total 

Councillor EK Nkosi 

4 129 


4129 

Councillor MV Mbatha 

3 537 


3 537 

Councillor MY Mahfubi 

2 219 

_ 

2 219 

Councillor M Shunmugam 

1 258 

* 

1 268 

Councillor GMB Thwala 

1 062 


1 062 

Councillor MS&MG Thwala 


6 772 

8 772 

Councillor MS Mtangeni 

* 

15 665 

15665 

Councillor MV Buhali 

- 

4 708 

4 708 


12 215 

29145 

41360 


During the year the following Councillors 1 had arrear accounts outstanding for more than 90 days. 


55. Utilisation of Long4erm liabilities reconciliation 



Long-term liabilities raised 

426 403 775 

432 054 808 


Long-term liabilities have been utilized In accordance with the Municipal Finance Management Act Sufficient cash has been set 
aside to ensure that long-term liabilities can be repaid on redemption date. 
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56, Deviation from supply chain management regulations 

Paragraph 12(1 )(d)(l) of Government gazette No. 27636 issued on 30 May 2605 states that a supply chain management policy 
must provide for the procurement of goods and services by way of a competitive bidding process. 

Paragraph 3$ of the same gazette states that the accounting officer may dispense with the official procurement process In certain 
circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the accounting 
officer and Includes a note to th© annuel financial statements, 

Buses and gym equipment were procured during the financial year under review and the process followed in procuring those 
goods deviated from the provisions of paragraph 12(1)(d)(J) as stated above. The reasons for these deviations were documented 
and reported to the accounting officer who considered them and subsequently approved the deviation from the normal supply 
chain management regulations. 


Deviations 

Section 16 
Section 17 
Section 36 

57, Water distribution losses 

Input Volume (KL) 

Water Losses (KL) 

Water Losses (%) 

Bulk Tariff (Ft/Kl) 

Water loss (Rands) 


69 781 
344 394 
951 690 

1 365865 


31 739 319 
14 788 167 
46.6% 

3,05 

R45 103 909 


11 443 
291 060 
1 010 178 

1 312 681 

29 411430 
14 351 352 
48.8% 

3.17 

R45 493 786 


Water distribution losses comprises of the following: 

Physical /Real losses 

Leaking from transmission and distribution mains (leaks and burst pipes) as well as leaking on services connections up to the 
customers meter were noted as physical losses. 

Commerella/Apparent losses 

Unathorised consumptions consisting of illegal connections, meter bypass and illegal uses of fire hydrant were noted as apparent 
losses, furthermore customer meters inaccuracies due to old meter and intermitent water supply were also reason for the losses. 
Human error from manual and capturing of data resulted In a meter reading ©mors, data handling and accounting errors. 

58, Electricity distribution losses 


Purchases (KWH) 


534 914 635 624 146 150 


Less: Sales 
Loss of units (kwh) 

Loss of units (%) 

Estimated cost per unit - Cents 
Estimated cost of liss En (R) 


506 062 833 
28 851 805 
5,39% 

R0,65 

RIB 753 673 


598153 549 
25 992 601 
4.16% 

R0.59 

R15 335 635 


2018 
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58. Electricity distribution losses (continued) 

Electricity distribution losses comprised of the following: 

Administrative losses 

Administrative losses refers to the difference between the income generated from electricity delivered to consumers and the 
actual amount of revenue that Is recovered Administrative losses are minimal as the municipality ensures that the cutoffs are 
effected on aIImunpaid accounts. 

Technical losses 

Technical losses within the municipality are made up of standard up of standard line losses, unmetered own consumption, free 
basic electricity, street lighting and traffic lights. Standard line losses account for approximately 2% of the total energy delivered to 
the municipality. Street lighting contribute approximately 3600Kwh per annum which equates to approximately 8% f3 600 OOOkwh) 
of electricity losses. 

Mon-technlcal losses 

Non-technical losses refers to unrecorded electricity delivery. Illegal connections, faulty and incorrect calibration of meters 
contribute to consumption not being recorded 
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Introduction 


uThukela Water (Ply) Ltd was initially the first Municipal entity which provided a full spectrum of bulk 
and reticulation water and sanitation services, and in this ease, on a regional basis to its three fully owned 
shareholders, namely Amajuba District Municipality (DC25), Urozinvathi District Municipality (DC24), and 
Newcastle Municipality. Following a Section 78 assessment undetaken in 2011. the E£niity has transferred 
the water reticulation services back to the municipalities, and now only operates as a bulk water services 
provider to the shareholders. uThukela Water has established itself to be an industry leader with emphasis on 
a high quality water product, and prides itself on this achievement. The Company provides hulk water from 
its Ngagane and Biggarsbcrg water plants and services approximately 250 000 households. 

The company's head office and laboratory facilities are situated in Newcastle. 

Our Business Focus 

uThukela Water (Ply) Ltd's business focus is on the provision of quality bulk water services to its 
shareholders for ditributicn by them directly to customers. The Entity also provides local laboratory services 
to the municipalities at affordable prices. 

Company Size 

Asset value: R 943 788 004 

Operational Budget for FY 2017: R 136 876 564 
Capital budget for FY 2017: R Ad Hoc 
Total staff compliment: 76 

Establishment 


Between 1997 and 2000. all municipalities in the previous Umzinyathi and uThukela regions as well as other 
organs of civil-society-based organisations, non-government organisations, organised business, agriculture, 
industry and labour participated in the uThukela Water Board study. This was made possible with the 
assistance from DWS and the Australian government (At)SAID), The result of the study was a formation of 
a water utility called uThukela Water Partnership (TWP) in September 2001. The Entity was changed to a 
bulk water services provider as a result of a Provincial Cabinet decision dated 6 June 2013. which became 
effective from 1 July 2013. 

Company Identity' 

In November 2003 uThukela Water (PTY) Ltd was incorporated as a result of the conversion from uThukela 
Water Partnership to a company with limited liabilities. A 30-ycar strategic plan (SP2030) w r as designed to 
model various options to better the Company to effectively execute its mandate. 

uThukela Water Institutional Structures 

* The Shareholders Committee 

* Board of Directors 

* Leadership Committee (LEADCO) 

* Management Committee (MANGO) 


iuji 
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Uthukela Wafer Institutional Structure 


The Leadership Committee of uThukela Water (PTY) Lid comprises of senior managers of the Company 
inclusive ofthc Managing Director. 

Shareholders Rep resentitives Committee 

The Shareholders Committee comprises of three Mayors and the Municipal Managers of the 
shareholding Water Services Authorities. The Shareholders Meetings represents ihe collective interests of the 
shareholding municipalities of uThukcla Water (PTY) Ltd. 

Management Committee (MANCO) 

Tile Management Committee comprises of senior managers. Ihe primary function of the MANCO of 
uThukela Water is to ensure horizontal coordination of activities and functions within various functional 
centers. MANCO ensures that the Company’s plans and policies are effectively implemented. 

Our services provisioning and deliverables focus as provided in the Strategic Plan 2030 (SP2030) which was 
approved by the shareholders, are as follows; 

* Safe bulk drinking water for all our shareholder municipalities to distribute to their customers and 
rural participants (farmers and remote industries) 

* Raw' bulk water to farmers and industries outside the developed areas 

* Recognises affordable yet effective environmental and catchment management 

• Creating and sustaining a pristine environment 

• Being an important participant in the economy 

• Being a world-class recognised utility for doing more with less 

• Projecting a model example for capacity-building and empowerment 

• Optimal deployment of appropriate and focused technologies, including information technology 
and systems 

• I laving a dynamic, pulsating, young professional workforce 

* Facilitating unique sourcing deployment 

* Facilitating resourcing at agreed risk 

* Being a leader in digital workflow processes 

tiThukela Water Institutional structures 

Comprises of two Non-Executive Directors and 
two Executive Directors and the CFO. 
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Section 87 of the Municipal Systems Act. 
Multijurisdictional Water Services Provider 

(WSP) 


primary'activities 

Section 89 of Municipal Systems Ac! 
32/2000 and WSP agreement 


OPERATIONAL AND * 
CUSTOMER SERVICES 

Supply sustaioaple bulk water services 
lo uTf|ukeJa Water shareholders 


ENGINEERING AND 
SCIENTIFIC SERVICES 

Provide speci-alist technical, scientific end engineering 
■■''support to the organisalion 


/ FINANCE 

Support the organisation wilh financial pfans 
and sustainable fmanciaf management 


CORPORATE AND 
HUMAN RESOURCES 

Support wiih human resource information and 
communication technology and property services 


MANAGING DIRECTORS OFFICE 
AND COMPANY SECRETARIAT 

Provide integrating funtion for strategy 
execution and performance, monitoring governance, 
legal, risk and stake holder management 

i J 






Mission 


The provisioning of quality bulk water services, and related laboratory and environmental services. 

From raw water sources (boreholes, rivers and dams) emanating mainly from the Ntshingwayo/Chelmsford 
dam and the Buffalo and Ngagane rivers, and purified at the Ngagane and Biggarsberg bulk water works. 

Strategic Intent 


As a bulk water services provider, we will provide the services on behalf of, and in agreement with, the 
Water Services Authorities (municipalities) who distribute to the customer which includes community 
households, industries, businesses, agriculture, government institutions and other users. 

We may also provide water and related services beyond the area of jurisdiction, on the condition that those 
services will create benefits for the uThukcla Water stakeholders, 

-Safe bulk drinking water for all customers and compliance with all relevant legislation 

-Raw water to fanners and industries outside of the formal areas 

-Implement continuous improvement processes in order to minimise tariff increases 

-Important participant in the regional economy 

-Recognised as a world class utility 

-A model example for capacity-building and empowerment 

-Cost-effective implementation of appropriate and focused technologies, including information technology 
and systems 

-A motivated energetic, committed, creative and innovative professional team. 

-Integrated effective information systems 

-Adherence to the concepts of total cost of ownership, value of ownership and risk of ownership. (TCO, 
TVO.TRG) 

-Performance management to be based on self management concepts linked to organisational performance 
management 

u 1 hukcla Water will adhere to sound business and corporate gov ernance principles. 


Vision 


‘uThukcla Water, your partner in growth " / “Amanzi o Thukela umngani wakho enlhulhukwcni" 


Values 

Integrity 

Trust 

Transparency 

Accountability 

Teamwork 

Professionalism 

Passion 


iujj 
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Customer, Operation and Engineering Services Information 

Customer Services information 

The customers of uThukela Water may be defined as the Shareholder Municipalities, who reticulate the 
water to that portion of the region's households, industries, businesses and the institution receiving water 
services (water and sanitation) from the Company via the reticualtion infrastructure of the Municipalities. 

The Municipalities control and run a customer care department which filters hulk water queries and reports 
directly to the Entity for attention- Customer care consumer queries are dealt with directly by the 
Municipalities. 

The Customer care department comprises of three sections which deal with various customer-care-related 
issues; 

Billing Section 

I he Entity bills the Municipalities for bulk water only, and the municipalities in turn bill their water custom¬ 
ers directly for water consumed. 

24 HR Call Centre 

Customer complaints are logged through a properly-publicised 24hr call centre. Each complaint is 
investigated and feedback is given either directly to individual customers or if bulk-related, or to the Entity. 

Shareholder Rights 

* Accurate measurement of water produced and sold 

* The right to quality, dean, good and sate drinking water 

* Have the right to error-free billing 

* Right to prompt and efficient service 

* The right to a reliable, efficient and effective water service 

Communications Section 

* Support Municipalities to conduct on-going market surveys, questionnaires and interviews to 
determine the ever-changing needs of customers and industry growth demands. 

* Ensures that communication between the Entity, shareholders, customer care and customers 

is always a bipolar process allowing for effective interaction, and providing and opportunity for 
feedback. 

Shareholder Responsibilities 

* Pay for bulk water services provided 

* Be wa ter-con serv at ion-con sc i ous an d a pply wale r d emu nd management pri nc i p les 

* Monitor and control Entity's budget and operational activities 

* Support and provide bulk water governmental grants and other grants to the Entity 

* Adhere to acts, by-laws and water restriction notices 
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Operations Centre Information 

Operations within uTliukela Water is centered in Newcastle from which the bulk water works at Ngagane 
(outside Newcastle) and Biggarsberg (outside Dundee) arc operated. 


Water Purification 

Operations and maintenance of water purification plants (WPPs). produce approximately 150 mega-litres of 
potable water per day. with technology ranging from borehole abstraction points, raw water river extraction 
and dam water extraction, to formal process-based water purification plants. 


Bulk Water 

Operations and maintenance of bulk water supply, including at pump stations, reservoirs, rising mains and 
in excess of 30 kilometres of gravity' and pumped mains. 

The Ngaganc Water Works has a design capacity of 108 mega-litres per day, and is currently operating at 
100 mega-1 tires per day, 

Plans are in place to increase this capacity to 150 mega-litres per day in order to meet current and future 
demands. 

This plant delivers bulk water tor the areas of Newcastle. Madadeni. Osizwcni, Brakfoutein. Ki I barchan, 
Eskom Village. Battcngcich and the rural areas of the Amajuba District Municipality. 

The Btggarsberg plant has a design capacity of 19.3 mega-litres per day and is currently operating at 15, 84 
mega-litres per day. 

Plans are also afoot to increase this plant's capacity, but these arc restricted by the availability of sufficient 
and sustainable raw water sources. 

The Company's Master Plan does address this matter and makes recommendations to source water higher up 
in the Drakensberg catchment areas to augment the scarce water supplies in the Umzinyathi area. 

The Biggarsberg plant supplies water to the areas of Dundee. Glencoe. Sitlicmbile, Wasbank. EJaitinghspruil 
and certain rural areas. 

Both water plants achieved Blue Drop status determined in terms of national norms and standards and 
denote the high quality of water delivered to die municipalities from these plants. 
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Engineering Centre Information 

The functions of the Engineering Services Centre are defined in the draft Water Services Provider 
Agreement, and include the application of professional engineering discipline of water services - "river to 
tap" for optimal delivery in short, medium and long term horizons utilising the concept of minimum to¬ 
la I-cost-of-ownersh ip and maximum use of resources. 

Planning activities are carried out in partnership with the Operations Serv ice Centre, the Water Services 
Authorities and national government departments. 

The provision of w ater services to shareholders and (he overall management, operations and maintenance of 
services arc carried out in terms of the policies established by the Water Services Authorities. 

These include prioritisation within funding constraints, and matching levels of service with affordability 
levels, as well as required income streams and tariff levels. 

The Engineering Centre is moving towards optimisation through the application of technology, as far as the 
availability of finance permits, both ill carrying out its own professional responsibilities and in the design, 
implementation and operations of service. 

The GJS unit is the most obvious current face of the application of modem technology, which provides an 
efiicicnt serv ice to many of the departments of uThukela Water. 


WJJj 
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Overview 


II is with great pleasure that I present this 15th annual report prepared by the Board, which report covers the 
period from 1 July 2018 to the end of June 2019. It is part of the process that, 1 as the Chairman elect of the 
interim Board, have implemented in order to ensure that uThukela Water remains fully compliant with all 
aspects of legislation, and that it becomes a leader in the water industry. The focus and drive are geared towards 
strategic planning for optimum use of scarce water resources, and thereby adding value to the government’s 
development priority of achieving sustainable livelihoods in our country. 

Ihe annual report submitted herewith, encapsulates the performance of uThukela Water, in line with its key 
performance objectives and targets as are set out in the WSP^WSA business plans and agreements, limited 
annual budgets, and performance management plans, prepared by the partners to these agreements, which are 
closely aligned to key strategic plans and programmes of the government. These strategic plans and programmes 
inctude the National Development Plan, (NDP) the fourteen strategic outcomes of the government of the 
Ri»A, local initiative outputs cascaded to the Department of Water Alfairs and Sanitation, the National Water 
Resource Strategy, (NWRS) and focus areas for Water Authorities in the medium term strategic framework 
(MTSF). The Board has all the necessary skills and structures in place to properly implement these programs. 

Institutional Change and Status 

The institutional status of the Company is still waiting on events, and the Minister of Water Affairs and 
Sanitation, released a press communique in the Sunday Tribune of 15 July 2018, to the effect that, the intended 
and gazetted single water hoard for KZN Natal (GG 41237 dated 10 November 2017), has temporarily been 
shelved, until the rationalisation of the water sector has been reconsidered by the new National Cabinet. 

The proposed new KWAZULU Natal Water Board incorporating the Umgeni and Mhlathuze water Boards 
and whole of the KZN Natal Province has therefore effectively been put on hold for now, and this Board will 
continue to serve the region as the interim Bulk Water Services Provider to the Water Service Authorities of 
Newcastle, Umzinyathi and Amajuba, in terms of a Provincial Cabinet directive dated 7 June 2012. 

A copy of the press release is copied hereunder for information purposes and should provide clarity in this 
regard and end any speculation regarding these mergers. 


This gap has created the time and opportunity for the Board, its parent municipalities and all stakeholders to 
urgently meet and re-strategize on the way forward concerning bulk water services. 


No Mhlathuze, Umgeni merger 
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The Way Forward, Strategy and Bulk Water Master Planning. 


It is a sad indictment, that although the bulk water master has been in place since 2012, that little or no 
capital investment has been invested into this program due to a lack of capital availabilily/allocation by the 
WSA’s to the ailing and ageing infrastructure. The municipalities are struggling financially and do not have 
enough resources to invest into their bulk water infrastructure. 

1 personally convened a special bulk water master planning session with all the WSA’s and water stakeholders 
in this region in early October 2018, in a concerted effort to kick start and get going with this process. This 
region has not spent any significant capital on its ageing and failing infrastructure in the last ten (10) years, 
and this is significant cause for alarm. 

Subsequent to this, the interest and commitment has not been acted upon by the role players, and it can be 
deduced that it is not due to a lack of interest, but purely for financial reasons. The warning signs are there, 
this region cannot indefinitely ignore the vital importance of its development planning responsibilities. 

The Board has over the years reported in its annual reports the lack of capital development investment, and 
this has particularly over the past 10 years been limited to around R 10 million per year 



The dis-favourable financial position of the municipalities in this region is hampering the implementation 
of the developmental planning responsibilities of all concerned. It leads to general apathy in the planning 
divisions, poor turnout and support at vitally important planning sessions and causes frustration and delay 
which takes away focus from the main objectives. 

In 2006 when I was appointed as the interim Administrator of the entity, the envisaged development costs 
to bring this region into line with its development objectives was approximately R 10 Million, today, due to 
these incessant delays, the cost can easily be estimated to have escalated to about R 30 -50 million. Just think 
about the effect of these increasing costs on the future tariffs and the atlbrdability thereof, its frightening. 
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1 have always proactively goaded the entity to push hard with the master plan initiatives and to make this 
a priority at all management and interactive stakeholder sessions and meetings. Unfortunately, the joint 
planning sessions are poorly attended, if attended at all by the municipalities. 1 also ensured that the finance 
engineering and operational staff attended external National Treasury initiated privatization training exercises 
that promotes and expands on the available options for infrastructure financing and development for local 
government operations. 

Ihcrc arc some exciting financial options available that offer the chance to implement developmental plans 
without affecting current operations and current cash reserves. Innovative financial frameworks must be 
developed and discussed at the various stakeholder meetings and utilised with available capital grant inflows to 
give impetus to initiating the urgent developmental needs. 

It is unfortunate that one of the Shareholder municipalities has still not endorsed the Regional Bulk Water 
Master Plan Feasibility study ( aligned to the Provincial Universal Axis Plan) commissioned by the Amajuba 
District Municipality, and consequently the Board has decided to press on with its approved bulk water master 
plan in the interests of bulk water service delivery. History will unfortunately judge the region severely if it 
does not press on with these plans and develop and submit financial plans to ensure the implementation of 
necessary infrastructure development projects. 

A business plan to construct a new 100-150 mega litre water treatment plant at the Ntshingwayo dam has been 
completed and submitted for approval and funding. The second major project currently receiving attention is 
the siting of a new dam/s in the region. These two projects alone will ensure the security of the regions water 
resources and the effective regional distribution of hulk water to all areas within the jurisdiction of the Board. 
They will also replace the need for the management of the smaller and more cosily water treatment plants that 
currently exist and struggle on uncertain water resources. 



Prevailing drought conditions 

The year under review witnessed the easing of one of the worst droughts ever experienced in the region, and 
certainly in the last 120 years, and many lessons were learnt regarding the high risk of operating an aged and 
fragile water infrastructure and installations. 'Ihc fragility and risk of these water infrastructure were severely 
exposed by the stresses of the drought and many ad-hoc emergency repair works had to be carried out to 
keep it functional and operational. This is a dangerous and unacceptable situation and the implementation of 
the bulk water services master plan can simply not be delayed any further. 

Very late seasonal rainfalls again came to the rescue as dam levels were again approaching critical levels just 
before the long winter months. The Ntshigwayo dam level rose from approximately 69 % to 85 % within days, 
and the local Umzinyathi dams from 5 % to around 60 % on average, during this period. These good rains 
have prevented the imposition of any serious water restrictions, except for the Umzinyathi DM area, where 
some major capital projects are required to increase the bulk water llows to the Biggersberg plant. 
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The Umzinyathi DM municipality has received grant funding to upgrade the Taysidc high lift pumps, tu 
increase the capacity of the flocculation settlement dams, and to upgrade the sand filters at the plant. The 
municipality has chosen to procure and appoint the contractors through their own SGM procedures and will 
hand the project supervisory roll over to the entity, to jointly implement, hopefully in the current year. 

What must specifically be noted, is the state of the support dams in the Umzinyathi area, these dams do not 
have the capacity, or are not sufficiently stocked, to augment the Biggcrsbcrg water demands from the Buffalo 
river, I he Buffalo river system is very unstable and must, particularly in the winter months, be augmented 
from the Ntshingwayo and Zaaihoek dams, failing which it cannot function on normal rainfall, springs, 
tributaries and other flows. 

A natural flow of around 250 mm, as measured at the Tayside weir, is required throughout the year to serve 
the agricultural and human needs in the region alone. 

The National Water Institute released its CPC/iRJ early monthly official ENSO forecast rainfall probabilities 
for the forthcoming year, see below, and these predictions are alarming and serve to warn that the current 
drought is far from over, and that the below average rainfalls can be expected to persist during the 
forthcoming rainy season. 


CPC/IRI Early Month Official ENSO Forecast Probabilities 


Season 

La Nina 

Neutral 

El Nino 

If A 2018 

0% 

71% 

29% 

JAS2018 

1% 

S3* 

46% 

A50 2016 

2% 

41% 

S7% 

SON 20IB 

2% 

33% 

66% 

OND 20IB 

3* 

28% 

69% 

NDj2018 

3% 

26% 

71% 

[}JF 2019 

3% 

27% 

70% 

Jf-M 2019 

3% 

31% 

66% 

FMA 2019 

3% 

34% 

63% 


Global warming and climate change and its hazardous effects on weather patterns is currently the focus of 
news worldwide, and one notes the drought affects reflected everywhere in daily and reports of weather 
related catastrophes such as; the recording of severe record high temperatures, cold blitzes and se vere 
snowfalls, flooding and destruction, wild fires and destruction of habitats, low and empty dam and river 
levels. Year on since 2015 the global temperatures have climbed to new record highs of around 38 to 45 
degrees in some moderate European countries. The illustrations below depict the global warming status 
worldwide. 

The Board has consciously been prepared and planning for these drought effects since 20 J4, and was 
instrumental in managing and ensuring that all dam and river levels were closely monitored in conjunction 
with all users and stakeholders, thereby ensuring that the water resources were effectively and efficiently 
utilised, and that there was minimal disruption to the water users and the local economy. 
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There has been no letting down of the guard, and the water balancing and control systems in place, have 
been continually maintained and operated throughout and are still in place, despite the lifting of the water 
restrictions. These monitoring controls will remain sensitive to the water management strategies imposed by 
the Board and Stakeholders, global warming announcements, and weather prediction warnings. The days of 
excess, uncontrolled, and ad lib water use, are over, and a more serious approach to water management needs 
lo be adopted at all levels. 

Having alt of this in mind, and heeding the warnings and predictions, it is time for all stakeholders to 
come together and jointly prepare the necessary financial plans to launch the bulk water master planning 
initiatives. Reliance can no longer he placed on National Government Grants as the sole funding source for 
infrastructure development, this source is simply not sustainable and requires local funding support and 
initiatives. 

It is also a known fact that National government is no longer building water storage dams and that it has 
prioritised the Western Cape region as the only dam building project on its current program. It is up to the 
Regional Water Service Authorities and stakeholders to pool their resources and financial capabilities and to 
secure their own water resources. The region docs have the financial capabilities to do so if it aligns its water 
tariff structures to those of modern water service providers that base their tariffs on the real cost of providing 
the services. 

I he Region has the capacity and capability to develop a financial plan that takes account all available water 
capital and grant funding, and together with its potentially powerful consumer base develop an affordable 
tariff structure that that can fund its needs over the longer term. 

The region currently charges an average domestic water tariff of around RIO to R 12 per kilo litre, which tariff 
purports to recover both bulk and reticulation water service costs. The paying customer base excludes a large 
portion of the water consumers, and a free basic water allocation of 6 Kilo litres is granted to all consumers 
irrespective of status. Industrial and Commercial customers are not charged a scientifically calculated and 
sensitive economic charge. Reticulation water losses exceed 50% of water purchased, there is a major problem 
with beyond the water meter losses, theft of water and unmetered consumers. The water tariffs are in urgent 
of need of complete revision and they are not representative, fair and equitable, and do not cover the costs of 
providing the services, least provide for future capital development. 

In modern Water Service Development areas, the water tariffs are equitably, economically and fairly 
structured, taking into cognisance the requirements of section 74 of the Municipal Systems Act 32/2000, 
iu so far as it relates to; user pay principles, tariff must reflect costs of rendering the service, be financially 
sustainable, provide for surcharges on tariffs to accommodate capital and special developmental needs, 
promote the local economy through cross subsidization, and the economical effective and the efficient use of 
resource s. 

Water service delivery and water quality 

Despite the many challenges encountered during the severe drought conditions, the fluctuating river 
levels, flooding at times, and the consequent high algae and water turbidity levels, bulk water operational 
effectiveness, efficiency, and performance was maintained and achieved at all times, with little or no 
unplanned interruptions in bulk water supply. Bulk water losses were effectively kept at below 10%. 

Water quality always complied with the SANS 241(2015) standards, and the table below depicts the average 
compliance for all determinants for the year under review. 

Ngaganc and Biggersberg Water Treatment Plant water quality results. 
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To achieve results so consistently throughout the year, is a meritorious achievement, and it attests to the 
dedication anti hard work applied hy all levels of operation. 'I he result is that the WSAs have the highest 
quality water in South Africa to supply to their paying customers. 

The Budgets and hulk water service delivery 

r lhe year continued to witness some political instability with consequent financial market instability, 
escalating fuel price increases, unfortunate price knock on effects, fluctuating interest rales and sure signs of 
a weakening economy. T hese factors have a direct impact on the costs of producing bulk water services, and 
with the Board already operating on a shoestring and partly funded budget, it just became more difficult to 
operate. 

Although water is an essential basic human requirement, it has always been a hard sell and a difficult 
balancing act amidst the financial constraints experienced by the WSA’s with fheir own basket of services to 
fund. 

Historically, and as a direct result of these financial constraints and affordability factors, the Newcastle 
municipality again cut its 2019 bulk water services operational budget by nearly R 28 Million. The Entity was 
consequently forced to cut and adjust its budget accordingly. 

Ihe Newcastle municipality entity bulk water services budget excludes a provision for the payment of the 
Department of Water Affairs and Sanitations raw water charges, (excluded hy the municipality from the 
Entity water services budget, but included within the municipalities own budget) The entity was consequently 
forced to adjust its bulk water volumes to be supplied to the municipality from 92 mega litres per day, to 72 
mega litres per day, in order to balance the budgets. 

This volume adjustment seriously affected the municipalities ability to effectively control its reticulation 
distribution and an urgent request was made to the entity to reinstate the original volumes, and an 
undertaking was made that the municipality would make the requisite budget adjustments to rectify the 
budget deficit. Ihe supply was accordingly reinstated and the municipality, as part of its 2018 budget 
adjustment process, increased its allocation to the entity by R 12 million. The balance of the shortfall related 
to the departments raw water charges, which the municipality budgeted for in their own budget, and 
undertook to pay this amount over to the department directly. 

The situation had not subsequently improved, and the Newcastle municipality in its 2019 budget, again 
effected the same cut of nearly R 29 million. The entity has again reduced its supply volumes accordingly 
from 92 to 80 mega litres per day. 'I his is a difficult and insufficient level of supply, and the municipality 
is currently revisiting its budget to adjust the shortfall. The worrying factor is that the municipality is not 
making good on its commitment to directly pay the Department for its raw water charges. These charges arc 
hilled directly to the entity, and currently remain unpaid. 

The Amajuha District municipality have followed a similar path to the Newcastle municipality and have also 
approved a reduced budget of just over R 3 million. The Board consequently adjusted the municipalities bulk 
water volumes from 15 mega litres per day, to 12 mega litres. This is also a difficult and unacceptable level of 
supply and routinely causes water shortages in their reticulation systems. It is hoped that these matters will he 
rectified with ihe next adjustment budget cycle. 

The Umzinyalhi District municipalities approved ITS 2019 bulk water service budgets based on their bulk 
water volume demands and calculated at the annually approved bulk water tariff. This is in line with the bulk 
water services agreement and the correct practice to follow in the industry. 
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No annual capital budget lo fund any capital projects let alone the master planning development needs was 
provided for by any of the municipalities. This is an unfortunate practice and is not sustainable and must be 
addressed immediately failing which the future water tariff may be severely compromised. 

Ihc Boards revenue is linked to a recoverable bulk water tariff of R 3, 15c/per kilo litre, which tariff is well 
below the industry norm of around R 7, 50 c/per kilolitre. The tariff does not contain any depreciation cost 
recovery or any capital element to enable the Board to properly manage the maintenance refurbishment and 
replacement of exiting and required capital water infrastructure* 

The bulk and reticulation water tariffs should be calculated at the real cost of providing and sustaining these 
services. 

A bottle of commercially bottled water is scientifically calculated and marketed at the cost and profit of 
merchandising it, and we all know what a bottle of this water costs, approximately R 10 to R 15 for 300 
millilitres, yet, people arc reluctant to pay for the same or better quality of water at R 3, 15 cents per kilolitre. 
(1000 litres) 

If the costs of a commercial hottlc of water is extrapolated at R 10 per bottle and compared with the cost of 
municipal water, it equates to paying R 3 334 per kilulitre of water, 

'Ihc depictions below highlight the inefficiencies of the current water pricing structures. 

Sadly, the many challenges facing Local Government today in delivering a basket of services, is causing 
municipalities to base their water service hudgets and allocations on other factors and not assigning water 
services the priority that it requires i.c,; their own particular financial circumstances and challenges, their 
budgeting for a fair and affordable allocation to bulk water services, and their individual WSA interpretation 
of their water service roles and responsibilities. The regional concept, pooling of capital and financial 
resources, sharing of costs and teaming of scarce technical expertise, to deliver on the massive challenge 
of infrastructures upgrade and maintenance, is financially and technically the right way to approach to 
effectively eradication water service backlogs, and to meet the current and future demands thereof. 
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Bulk water loss management 


Bulk water loss management is high on the agenda of the Board and forms a focal and strategic goal on the 
performance and risk charter. 

Bulk water losses were managed around an average of 10% during the year, and this is a real value added and 
meritorious achievement considering the age of the plant and infrastructures. Although the loss is acceptable in 
term of the Industry norm, it is still possible with the right investment, to reduce the loss to a more technically 
acceptable level of around 5%. 


'Ihe Newcastle municipality has applied grant funding received in the current year* and is currently in 
consultation with the entity, carrying out maintenance on the main Ngagane bulk water supply steel line to the 
Ngagane water plant. The cost of this project is approximately R 80 million. This will help to curb and reduce 
the bulk water losses even further and enhance the supply capacity from the plant. 

The municipality is cognisant of its own reticulation water losses and is planning to invest funding into this 
system over the next few years to bring the losses to some normality, and in so doing ease up on their hulk 
water demands, and better utilise their water allocations for where the need is most. i.e. savings in costs and 
future developments. 

Performance and risk management 

I have no doubt that the fully interactive Performance Management System implemented by the Board some 
three years ago* was instrumental in the achievement of the Boards clean audit status. The system incorporates 
alt staff at every level, and it focus is on a balanced scorecard with enhanced service delivery output. 

Ihe performance results of the 2019 year are included as part of this report and attest to the high standard of 
work carried out by all concerned. The staff operate under very difficult and restrained circumstances. With 
adequate operational and capital budget funding in place, I have no doubt that this Board will contribute 
immensely to the National and Provincial and Regional water development plans. 

The Board was nearly unable to honour its performance linked notch bonus payments to its staff for the 
2019 financial year due to the poor payment and outstanding bulk water service payments from some of the 
municipalities. This is an acceptable situation and carries high risks for the Board and water supply in the 
region. The matter is being carefully monitored and managed with a view to getting the municipalities to 
honour their bulk payments to the entity, without any delays. 

Risk Management 

The Board has a Risk Management Plan and Strategy in place that ensures that all risks are identified, categorised, 
mitigated and managed within a carefully designed matrix. 

Risks are escalated to the right levels within the structure and then managed as best as possible within the 
financial and governance capabilities of the Board. 

The significant and most important risks that it is currently dealing with areas* the non-payment, going concern 
issue, the lack of adequate budget provision, and no master plan developmental investment. 


lUjj 
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Good governance 


The Boards governance structures are currently operating effectively, and an oversight role in this regard is 
provided to the Board and Shareholders by Internal and External Audit and the Audit and Risk Committee. 
The Board has achieved regular unqualified audit reports with the latest 2018 audit resulting in good audit 
outcomes. 

The focal area for the Entity going forward, is to maintain this high standard it has set for itself, and to jointly 
with its WSA’s push its master plan development initiatives to the project implementation stages. 

Laboratory service 

The Board provides a laboratory service to its shareholders, local industry and government department It 
charges a minimal R 0,02 cents per kilolitre levy for these services rendered to the municipalities, and fixed 
cost related tariff for the other commercial users. 

The Laboratory is accredited by the Department of Water Affairs and Sanitation and all sample analyses 
carried out by the Lab is counter checked for quality and assurance by the NLA and SABS water quality 
proficiency testing procedures. 

Uninterrupted service delivery 

I am very proud to say, that despite extremely stressful and difficult operational circumstances, the Board 
and Management, did at all limes, try and do its best to ensure that there were no or minimal water service 
disruptions, although on occasions, it came perilously close to this. 

There were no instances of planned or un-planncd bulk water service interruptions during the year that 
exceeded the predetermined maximum disruption objective of 24 hours. 

This is a service standard that the Board will not compromise on and values very highly. 

Investment into bulk water services 

I ho investment required to stabilise the current infrastructure, and to implement new infrastructure 
development projects in line with the bulk master plan, in order to meet the current and future demands 
of the serviced and im-serviced areas, remains a challenge, and it is not feasible, financially prudent, or 
defensively wise, to postpone it to a future time, as it will affect the affordability of the tariff in future years. 
The risks are well known and documented in the various Water Services Strategies, Master Plans, Risks 
Assessments and WSA Sector Plans developed by the parties. 

These plans and infrastructure upgrades cannot and should not be delayed indefinitely and my instructions 
are that the business plans to proceed with many of the most i mportant projects must take precedence and be 
submitted for approval and funding as a matter of extreme urgency. 

The total funding required to implement the bulk water master plan may he considered high at about R 20 
to 30 Billion, but this should not be a deterrent, as a properly structured, planned and financed approached 
over the next 20 to 50 years, could prove to be effective and affordable. There is no alternative, the bulk 
water systems need to be upgraded and developed if the water needs of the region are to he stabilised and he 
sustainable. 
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Bulk water metering and billing integrity 


Bulk water supply meters are regularly checked, and or replaced, in order to ensure accurate hulk water 
metering and the integrity of the bulk water hilling system. Accurate readings also enhance water balancing 
and reconciliation and is forewarning in managing and minimizing bulk water losses. Improved and modern 
industry approved hulk water monitoring systems are continuously being considered as a management tool 
to control water leaks and tampering on the main lines. 

Commitment to bulk water delivery 

Ihe vital role played by the entity over the years has not always been properly appreciated, and the efficiency 
and effectiveness of the shared services initiative has on many occasions come under question, sometimes 
fairly, but often without the review' of all information relative to how the water sector functions. 

I am confident, that as time has progressed, that the entity has openly displayed its absolute dedication to 
water service delivery and its loyalty to its shareholders. This has led to the much-improved current working 
relationships, and the greater unison in the work environment. We are serving our communities collectively, 
and with their best interests paramount. 

During my term in office over the past 12 years, I have ensured that the Shareholders have received 
maximum benefit from access to; 

(a) Well managed and implemented administrative procedures, documentation and 
information dissemination, regular convening of Board and Shareholder meetings to oversee 
the functioning of the entity, the functioning of technical, financial and other committees to 
steer a co-ordinated water service delivery approach, the compliance by the entity with national 
and local government legislation, W$A and own policies and the WSP draft agreements in 
place. Good audit outcomes and high-level assurance to Board and Shareholders. 

Effective Performance and risk management systems in place. 

(b) Well managed, efficient and effective Finance department that accounts to all shareholders on 
a monthly basis providing Jive and up to date financial, budget and forecast information. 

Timorous rendering of financial information and grant funding accounts to facilitate 
service rendering and ensure application and implementation of budgets. Clean financial 
audit reports have been received from the Auditor General since the 2008 

financial year. Implementation of the modem and interactive MSCOA financial system that aligns 
all expenditure categories with the municipalities. 

(c) Well managed and accountable Supply Chain Management system linked to the Central Data 
Base system of National Treasury, an interactive Payroll and Human Resources system, and an 
IT sections and control that augments the efficient and effective delivery of services. 

(d) Well managed and effective operations, engineering and scientific department, which delivers a 
good, consistent, conserved, high quality water service to the Shareholder municipalities, and has 
the capacity to innovatively improve and develop, minimise failure and reduce risk to 

the shareholders. 

I have confidence that the entity is properly and adequately geared to deal with all the challenges of a 
modern-day water services delivery institution. 
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State of the Business 


"Ihe 2018 Annual Financial statements and Annual Report together with the predetermined objectives and 
completed scorecards were presented to the Office of the Auditor General as prescribed by section 121 of the 
MFMA 56/2003. 

I he Board prides itself in having achieved a dean audit status, and in so doing provide the Shareholders 
with the necessary assurances that it conducts its business activities within it legislate framework and that it 
operates within good governance structures. 

Generally; 

• Bulk water services arc rendered consistently and uninterrupted, 

■ Bulk water quality is of an exceptionally high standard, complying with SANS241 (2015), 

• water production costs and water losses arc kept to the minimum, and are well within 
industry nurms, 

• budgets are well and carefully managed under very difficult constraints, 

• debts are collected regularly, depending on W$A own cash flows, 

• creditor payment cycles are maintained within 30 days, 

« Risks are identified, regularly monitored and managed, 

■ Performance is measured and efficiencies rewarded, and, 

» in the absence of an approved capital budget, infrastructures are maintained as best as possible 
within financial constraints, and ad-hoc funding is obtained from the municipalities for 
urgent projects. 

Constraints and impediments that are preventing the smooth flow of business include; 

• The lack of adequate capital investment in the bulk water infrastructures to ensure sustainable 
and affordable bulk water delivery in the short medium and long term. 

Operational budget is still not adequately and fully funded by a comprehensive and sustainable 
bulk water tariff, 

- Non-payment issues around the bulk raw- water tariff levied by the Department of Water Affairs 
and the longer-term financial risks associated therewith. 

• Slow- payment by some of the municipalities of their bulk water accounts and the 
withholding of grants and transfers leading to delays with the implementation of projects and 
water service delivery objectives. 

These documented risks have unfortunately been a stumbling block since the establishment of the entity 
way hack in 2004, and although much progress has been made recently with turning this situation around, 
it has had the effect of delaying the business of incremental bulk water infrastructure development and 
refurbishment- 1 he effects of these adverse delays will be felt far into the future, and without any substantial 
government grant support, will pressure the future bulk water tariff to fund these un-avoidable and necessary 
episodic replacements, upgrades and developments. 


KUJj 


25 | u'Ihukela Water (PTY) LTD - Annual Report - 2019 




Board Performance 


Board Business Cycle 

A Board business plan has been developed, continually upgraded with time, and has been implemented and 
aligned to the legislative mandate of uThukela Water, which both guides the Board on the business it has 
to discharge and ensures that the Board, as the accounting authority for its operations, complies with the 
highest legislative framework within which the organisation operates. 

Strategy 

The organisations strategy and business plans are clearly outlined and detailed and are aligned to the 
National, Provincial and WSA policies and objectives and best business practice within the sector. 

Legislative compliance 

The Board is approaching its task of vigorously complying with all its requirements in terms of the 
Companies Act 71/2008, Water Services Act 108/1997, Municipal Finance Management Act 56/2003, 
Municipal Systems Act 32/2000 and Public Audit Act 25/2004 and, concurs with the principles of good 
governance as set out in the King 111 report. 

'Jhe Board, with the assistance of its Audit Committee, is able to exercise its oversight duties in line with 
its delegation of authorities to senior and other management role players, and hence it as a consequence 
hereof, can retain effective control over and ensure the continuity of and minimum disruption of operational 
efficiency and uninterrupted service delivery by monitoring progress and outcomes. 

Strategic, financial, organisational and legal compliance matters are at the centre of focus to the Board and it 
sees its role here as pivotal to enhancing the efficiency and effectiveness of the organisation. Progress with the 
implementation of organisational strategy is regularly monitored through strategic review sessions. 

Evaluation 

Interim Board members performance evaluations arc conducted through a combination of self-assessment 
and peer review. The performance of the Board and of all its Committee’s, as a collective, are alternatively 
assessed and reviewed with a view to optimal efficiency. A proper and effective Institutional and 
Departmental Performance Management System that cascades right down to all levels of staff is in place, and 
is certainly contributing to enhanced performance, including the formulation of appropriate training and 
developmental plans. 

I, as the Chairperson of the Board, do regularly report to the MEC of CGGTA on the alternative evaluations 
and results of uThukela Water and do in consultation with the Shareholders and all role players formulate anti 
develop action plans to meet the challenges presented. Areas of high risk to the Board and cases of serious 
service delivery shortcomings are taken up directly with the affected parties thereto and interim solutions 
sought while broader solutions are enquired directly with the Department of Water Affairs who appraises the 
reports and makes recommendations accordingly. 

As the time of the Interim Board reaching its conclusion, it is my intention to prepare a legacy report in the 
interests of continuity, and this will be made available to the new r incoming Board. The purpose of the legacy 
report is to encapsulate the pitfalls, obstacles, successes, failures, achievements and challenges of the previous 
Boards, including the Interim Board, during their terms of office. 
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Challenges Opportunities and Focus 
Rural Development 


Although 25 years into a new democracy, rural development is still an area that poses the hjggcst challenge 
to water institutions in our country, and it requires innovative thinking and pooling of all available scarce 
resources to make in-roads into and to eradicate huge historical backlogs in basic service delivery that exists. 
The government has invited stale ow ned enterprises to become part of its initiatives to achieve a better quality 
oi life for all by providing basic services including safe drinking water to rural areas. This has subsequently 
been translated into a priority area for concentration over the next 5 years. 

uThukela Water and its Shareholder municipalities, having split bulk and reticulation services, arc now in a 
better position to properly support this initiative and implement their bulk and reticulation water services 
master and strategic plans to identify, fast track and commission new projects that will specifically serve the 
special needs of the rural communities. 

In meeting with the challenges of these national initiatives, u'ihukela Water and its Shareholder 
municipalities, will have to explore how they can further develop their roles in, contributing to rural 
development in line with this policy to upscale social and economic infrastructure in these areas. 

To ignore the reality that there are still communities out there that do not have any access to basic services, is 
unthinkable, and this situation cannot under any circumstances be left in abeyance. The challenges must be 
met upfront and with conviction. 


Institutional 


History, economic facts and best practices will reveal that the current model of providing services on a 
regional basis is the best means of efficient and effective use of scarce resources, and the most successful 
way of implementing a fair and justifiably equitable tariff policy. I have no doubt that the proposed new or 
reconstituted broadened water service institution that will follow, will strengthen and reinforce the National 
government's intention of creating a strong and economically viable water services institution. Ultimately the 
best benefit to the community should be the paramount objective. 

In the interim, the current Board will continue to acclimatise and familiarise itself with its duty of providing 
services from carefully planned strategic perspectives. The Board will also further deliberate on the 
governments focus on rural development. 
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Managing Directors Report 
The Year in Review 

The activities under the year in review reflect the set of plans, strategic objectives, pre determined objectives 
and targets that formed the shareholders compact agreement with uThukela Water in the 2019 financial year. 
'Ihe finer details of these plans and strategies are set out in the operational and capital budget submissions, 
institutional performance objectives and targets, the bulk water masterplan, the Business Plan and the risk 
management plan. 

Ihc entity completed another year in which it successfully achieved its performance and good governance 
objectives, as measured against the shareholder compact agreements and in terms of legislation, but 
unfortunately, due to the negative financial situation that the shareholder municipalities currently find 
themselves in, essential and necessary bulk water service delivery payments were unduly withheld by the 
municipalities to fund their own worsening cash shortages. This resulted in an unacceptable situation where 
the municipalities fell up to 6 months in arrear with their bulk water payments as at 30 June 2019, Bulk 
water service delivery in the region was consequently seriously threatened, and the Board and management 
was forced to take drastic action, to at least stabilise the situation, whilst obtaining payments from the 
municipalities, to ensure the continuation of the water services. 

These are perilous circumstances to work under, particularly as the water budgets are already underfunded 
and under recovered, and, further exasperated by no capital replacement funding being provided by the 
WSAs since 2013 to meet the identified and acknowledged master plan prerequisites of a sustainable bulk 
water service. These circumstances have to change, and water service developmental requirements need to 
be methodically accorded the attention that it demands, failing which an "ESKOM" like bail out situation 
may be inevitable sometime in the near future, or alternatively, the drastic imposition of an impromptu and 
unpopular big hike in the water tariffs to remedy the situation. 

Despite all these challenges, the Board has remained heedful, it has got on with the job at hand confirming its 
readiness to its shareholders th roughout, by availing itself to regular performance monitoring, risk analyses 
and external oversight review, and accordingly creating a value chain/platform, and a comprehensible 
catalyst, to trigger the unfeigned planning and developmental needs of water services in the region, 'Ihe 
opportunity is available, however, it is not being seized and steered in terms of the endorsed planning 
initiatives. 
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Doing the basics right 


I he Board prides itself in doing the basics right, it is a good premise to work from, good business practices, 
controls, reporting and oversight provides the framework for a successful operation. 

'Ihe Board and management are ever conscious of, and are focused on, delivering a good quality, 
uninterrupted, and economically viable cost effective bulk water service, that seeks to create an environment 
for inclusive cohesive part icipation, team work, proper planning and regular interaction at all levels within 
the water chain. 

- Regular monitoring and assurance is provided to Board, Shareholders and Stakeholders 
through; Internal audit, Audit Committee, Shareholder performance evaluations and external 
audit reviews, 

• Quarterly structuring and setting up of high level strategic and operational planning sessions with 
all stakeholders, 

• Integrity of bulk metering and billing information and the timorous submission of accounts, 

• Application of vigorous debt collection strategies under very difficult conditions and in the 
current circumstances where some of the WSAs are in financial crisis, 

• Maintaining a good credit record and the payment of creditor accounts on a 30 day payment cycle, 

• Statutory and regulatory submission of business plans, master planning documentation, 
operational and capital budgets and tariff models to decision makers for attention, 

■ There arc good communication structures in place and regular Board, Shareholder, 

Stakeholder, administrative, financial and operational meetings are scheduled, 

> There are proper administrative practices and financial controls in place that result in 
good governance, compliance with legislation, procedures and policies, and sound 
financial management practices, 

- 1 here is a system of judicious cash management of scarce resources in place, 

► Uninterrupted hulk water service delivery is provided to customer Shareholders with minimum or 
no disruption to services, 

■ Water quality standards are measurable with the best in the Country, and on average result in 
100% compliance with SANS241 Standards, 

Bulk water losses are carefully monitored, controlled and managed resulting in excellent results 
and an average water loss for the year of 8,35%, 

Ihe structuring of a multi-faceted bulk water tariff that provides for a capital recovery element 
to fund future infrastructural developmental requirements. 

Effective and a broad performance management evaluation of all levels of staff with reward 
incentives in place for excellence. The Entity scored a 92,8% scorecard for the 2019 year, 

Regular risk identification, assessment, monitoring and management preventing unplanned 
events. High level risks are escalated to risk owners and managed effectively. 
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Obtrusive challenges 


Affordability and the lack of adequate capital funding has once again been the single most damaging 
impediment to the hulk water operational and developmental objectives of this region, 

I he same old habitual repetitive cycles of: poor-payment for bulk water services, imposition of affordability 
based budgets, the Jack of or no provision of capital funding to implement necessary upgrades and 
replacement projects, just keeps on replicating against a background of deteriorating financial circumstances 
in the municipalities, 

ihe key progressive challenges highlighted in the Boards business plans, bulk water master plan, key 
performance objectives, budget plans, and. strategies and risk management plans, go largely ignored, and it 
appears that as long as there is a current service being delivered, these matters can be held in obeyance. This 
is tantamount to a limited short-ter in ism approach, and will in the future impact on the tariff and cost of 
water services. 

The significant challenges and impediments to effective and efficient bulk water service delivery are; 

• Ihe obligation and responsibility to pay for bulk services rendered timorously and in accordance 
with documented agreed terms of payment, i.e. 30 days from date of invoice. 

• Aligning the entity and municipal bulk water operational and capital budgets based on the real cost 
of providing the water services, the developmental infrastructure needs, and tariff and equitable 
and fair tariff. 

• The urgency and importance of pressing ahead with the bulk water services master plan 
and formulating a financial model that will be a catalyst to the implementation the plan. 

■ Clearly establishing the responsibility for bulk water infrastructure development on the bulk 
water installations, i,c. entity to manage and control all projects if municipality follows 
procedures and appoints contractors, and the entity takes full responsibility for all 
procedures and appointments of contractors in cases where the entity is appointed as 
the implementing agent by the municipality. 

These same critical issues have bedevilled the entity since inception in 2004, and, have prevented it from 
effectively fulfilling its developmental objectives to the water service authorities and their communities in 
terms of the Integrated development plans and the shareholder agreements in place. 
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Performance management 


In order to achieve its goals, the Hoard annually encapsulates its major outcomes for sustainable value 
creation within its pre-determined performance objectives and targets, and accordingly measures its results 
against these targets, in a determined effort to ensure its progression and the current sustainability of bulk 
water services. 'Ihcse areas include; 

• Manage stakeholder relation ships... engendering understanding and support for water service 
budgets, water service levels volumes and quality, bulk tariffs, capital investment, risk 
management and water resource master planning and adequacy and finally, the need to 
timorously pay and recover the costs of water services, 

• Communicate performance to all stakeholders...regular reliable and interactive reporting 
and communication, enabling all stakeholders to make informed and responsive feedback 
to challenges in the region. 

• I n sti luti o n a 1 arra nge ments... a profes sion al ly well managed dc d i c ated ins lituti nna 1 str ucture 
governed by a unitary Board with clear separate roles and responsibilities from the 
Managing Director and Senior Management, executing their statutory legal duties with 
integrity and enterprise, with established LEADCO, Audit and Risk Committee, Capital 
projects and Procurement Committees, MR and Remuneration Committee, to provide feedback 
and assurance to stakeholders. 

• Ensure good corporate governance,..compliance with statutory legislation, water services 
provider agreements, and maintenance of effective internal controls, procedures and policies, and 
the regular review thereof. 

• Sustainable financial management-achieved by understanding the water business and its 
current and future life cycle costs, maintaining a balance between debt necessity, and or 
utilisation, and asset replenishment requirements for future sustainability of water services. 

Carefully managing operating expenditures and collecting revenue driven by an industry 
measured sustainable and affordable bulk water tariff, 

- Sustainable bulk water volumes and water quality assurance...achieved by working together to 
ensure that water resources and abstractions are carefully managed, optimized, shared, planned 
and treated to the required SANS24I standards. 

- Asset management...achieved by understanding and performing regular asset condition 
assessments and including them within an asset replacement and maintenance program, 
having regard to life cycle costs and acceptable risk levels, and submitting business plans and 
budgets to address the issues. Pu tiding issues are a major concern, and all efforts are co-ordinated 
to minimise disruptions and other negative consequences, these are our best efforts under 

the circumstances and will have corollary effects in the long term. 

The attached detailed performance management scorecard reflects the results of the entities achievements 
against these and other predetermined objectives. 

Prom the results, it is dear that the entity under its restrictive conditions, currently operates at a very high 
standard, and that it is ready to accept the challenge oi expanding its capacity to deliver on the greater bulk 
water needs of the region. 
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Financial status 


Working with very restricted and underfunded hudgets, and with no capital funding, has been a real 
challenge for this entity. 'I his has been further exasperated by slow payment of the hulk water service 
accounts by defaulting municipalities. This has forced the ent ity to, at times, put a hold on spending and 
budgets, purely to ensure an uninterrupted water supply. 

The Statement of Financial Performance in the 2019 Annual Financial Statements of the entity reflects a small 
surplus, a reduced cash and investment holding due to poor payment of R 14 million, and an a consequential 
increased short term debtors book of R 74 million. The debt seriously challenged the entities ability to render 
services post 30 [une 2019 and the Board had to take drastic action to recover some of the debt to carry on 
with operations. 

The big creditor reflected in the balance sheet of R 273 million relates to the non-payment of the Department 
of Water Affairs and Sanitations raw water charges. This matter is being dealt with directly with the 
Department with a view to finalising the unresolved tariff issues and the structuring of a payment plan with 
the relevant WSAs and the Department. 

Ihe entity is debt free and has leverage off a sound balance sheet with a net asset value of approximately 
R 1 billion to raise capital for bulk water infrastructure development. 

Bulk water production 

The design capacity of the Ngagane water purification plant in Newcastle is 115 Mega litres of purified water 
per day, and this plant is currently delivering approximately 100 mega litres of water per day. This plant 
supplies the areas oi Newcastle, Qsizweni, Madadcni, Braakfontcin and Kilbarcahn* the Eskom village and 
Ballengeich, and the Amajuha District areas of hmadlangcni. Buffalo flats Alcockspruit and Steildrift, There 
is in terms of the bulk water master plan, plans afoot to increase the design capacity of this plant to 153 Mega 
litres per day, and or, to build a new 100 mega litre water plant at the Nlshingwayo dam, 'Ihe hulk water 
master plan also proposes to construct a new dam higher up in the northern catchment area to augment the 
existing supply to Newcastle and Amajuba. 

The Biggersberg plant at Dundee has a design capacity of 19, 3 Mega lit res of purified water per day, and 
is currently delivering approximately 15, 84 Mega litres per day, Tliis plant supplies the areas of Dundee, 
Glencoe, and Sibongile. In terms of the bulk water master plan, there arc plans to supply this area from the 
proposed new water plant at the Nlshingwayo dam. 

Bulk water losses 

Bulk water losses on the bulk water mains, plants and installations was restricted to about 8.50 %, during the 
year and this compares very favourably with losses experienced by other water institutions ranging from 20 
to 50%. 

Maintaining losses at this low level is a very good achievement particularly under the difficult financial 
circumstances in which the entity operates, and the age and existing condition of the bulk water 
infrastructure, and the lack of funding to replace it. 
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Financial performance 


'I his year once again witnessed an improved and disciplined financial performance from uThukela Water 
A book, break-even operational status was obtained, and this despite very light financial and budgetary 
limitations that were imposed, 

'I he persistent drought and major repairs on the main Nlshingwayo bulk lines, reduced bulk water volumes 
supplies, and played affected the Hoards projected revenues, reducing them by approximately 10% overall. 
Besides having to seriously adjust and curtail expenditures accordingly, innovative and constructive methods 
of right sizing the budget had to be contrived. Simultaneously, in the absence of a capital budget, virement 
had to be applied in order to release operational budget savings for the purposes of replacing seriously 
redundant, furniture, equipment and vehicles to the value of approximately R 3 million. These actions were 
absolutely necessary in order to ensure that business processes were not interrupted. 

The payment for monthly Bulk water services billed to the municipality’s, was again a mailer of concern 
and frustration, and to make matters worse, the situation deteriorated during the year. The Newcastle 
municipality continued to defaulted on its payments, and was 6 months in arrear at year end. The Amajuba 
District municipality also continued to default on its payments and was also 6 months in arrear as at year 
end. The Umzinyathi District municipality is up to date with its payments as at year end. The slow payment 
for services rendered has a direct effect on plans and programs and leads to delays and routine maintenance 
not being carried out. 

It must be stated quite categorically and without fear of contradiction, that Lhe management and Board of this 
entity, has done everything correctly and possible, to ensure that it collects its revenues. I he reality is that the 
municipalities are, due to their financial predicaments, unable to timorously honour their commitments to 
the Board tmorously. 

The old, pre- December 2012, WSA (Umzinyathi and Amajuba DM) parked’ water services debt of R 78 
million, is still unresolved, and as previously reported, is inextricably tied up with the non- payment of the 
Department of Water Affairs and Sanitation raw' water charges. There arc negotiations taking place with all 
parties concerned to find a solution to this matter. 

The Board has continued to strive towards its audit preparedness, in line with the governments drive to 
achieve “clean audits” by improving and developing its administrative, financial, operational, IT and other 
controls necessary to achieve this purpose in the shortest possible lime. It has ensured that; 

* It has updated to the Municipal Standard Chart of Accounts (mSCOA) in line with its 

WSA Shareholders and all other municipal users. The new financial system enables a standard 
set of reports, continuous, effective and timeous financial reporting to management and the Board 
in order to permit informed decisions. 

* Upgraded its payroll and Human Resource accounting and information systems to be 
mSCOA compliant in order to timorously and effectively manage and deal with staff, payroll 
and third party payment issues, 

* Implemented an IT Strategy, master plan and Disaster Recovery Plan for the organisation 
ensuring alignment with modern day and best business practices. 

* The Inventory and SCM modules have been upgraded and replaced with modem mSCOA 
software that enables proper stock control and acquisition and disposal processes as regulated by 
the MFMA 56/2003, and the SCM database is linked to the National Treasury database. 
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• The operations Department has implemented a modern Water management 
maintenance information system (WIMS) that allows the department to properly track and 
manage the Board’s water maintenance and capital replacement programmes, 

- The Internal Audit functions have been out-sourced to a goal orientated local Audit Company, 
and a revised Risk assessment and internal audit charter has recently been developed taking 
into cognisance the Company's current operational and capital risks, 

- Regular composition and quarterly sittings of the Audit Committee meetings to deal with matters 
as required by the MFMA 56/2003. and to give assurance to the Board and Stakeholders, 

• Performance Management is implemented at Institutional level and is cascaded right from 
senior management down to the lowest level in the organisation in terms of the Local 
Government Systems Act 32/2000. 

• Ail bulk water and sanitation costs and particularly those relating to ESKOM and DWA have 
been revisited and audited with a view to establishing their correctness and efficiencies. Major 
cost savings in this regard have been passed on to the shareholders. 

A more in depth and detailed analyses of the financial results and ratios of the Board tor the 2018 financial 
year are indicated in the Financial Review section of this report. 

The entities total revenue accrued for the year amounted to R 145 million (2018: R 116 million), and included 
in this figure is an amount of R 128 million (2018: R 114 million) which relates to Bulk water sales raised for 
the year, an amount ofR2,J million (2018: R 1,1 million) in respect of external investment interest income 
received and accrued, an amount of R 14,5 (2018: R 15,5 million) in respect of capital grant income, and 
finally an amount ol R 187 K (2018: R 116 K) in respect of miscellaneous revenues accrued. 

It is pleasing to report that the total staff costs, as measured against total budgeted expenditure, equates to 22 
%, and this is well within the accepted norm of 35% for the industry. Depreciation provided on capital assets 
amounts to R 78, 8 million (2018: R 105, 5 million), and this charge is not recovered in the bulk water tariff 
irom the municipalities, but is recovered against the capital grant contributions paid by the municipalities 
and reflected as their shareholding in the entity. Only depreciation provided on assets funded by external 
loan is charged to the Statement of Financial Performance. By accounting for the depreciation charges 
accordingly, it is ensured that the consumer is not 'double taxed ’ by having to pay for a service twice, 

I he effects of the worldwide economic meltdown are no doubt being felt in the local economy and the impact 
hereof is reflected in the increased costs of production and service delivery, particularly those charges relating 
to Eskom, DWA raw water costs and the high prices of fuel, oil and chemicals. Some of the increased costs 
are well in excess of inflationary expectations, and the alarming fact is that, these increases are not being 
passed on but are being absorbed by the water budgets. This is an unhealthy situation and will impact on 
service delivery in the short and medium term. Whilst it is understood that the shareholders have their own 
financial challenges and constraints to deal with, it should not be done at the expense of water services. The 
entity itself is severely curtailed in this regard, as it is solely reliant on its water recovery Bulk tariff, and has 
no other sources of revenue. 

Ihe Boards cash flows were steady during the year and very carefully managed to ensure that there were no 
service disruptions. Despite the non-payment issues creditor payments were maintained within 30 day cycles 
and the only deviations from this policy related to late capital grants transfers regarding drought emergency- 
funding projects. 
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'Ihe cash coverage is sufficient to carry the Entities operational expenses for a period of approximately two 
months. If all current hulk water debts arc paid up and maintained, the Entity is able to fund 5 to 6 months of 
its operational expenses and be in a position to meet any unforeseen crisis that may occur. 

It is very clear that the Board is absolutely dependent on regular and timorous payment of its bulk water 
accounts, and that water services are at high risk should these not be forthcoming. 

The Board has always consciously dedicated itself to water service provision and its main focus areas, 
challenges and benefits passed to all stakeholders can briefly be summarized as follows; 

Main areas of locus; 

I Dealing with raw water resource constraints, including impact of climate change through 

proper planning for sustainable infrastructure. Bulk Infrastructure Master planning. 

2. Introducing innovative solutions to respond to the high unit operating and maintenance costs of 
Bulk infrastructure caused by volatile price increases in economic driver costs such as 
chemicals, electricity and fuels and oils. 

3. Ensuring improved training interventions to ensure adequate skills for our operations in the light 
of the country wide skills shortage (e.g. process controllers and artisans). 

4. Improving monitoring of operations to ensure early detection of problems such as interruptions 
of Bulk raw and purified lines and supplies. 

5. Improving cost recovery through correction of metering data and early detection systems (inch 
illegal connections} 

6. Continuous improvement drive to emulate best practice. 

7. Improvements in corporate governance 

8. Providing solutions to water supply challenges in "implementation ready’format awaiting funding. 


iujj 
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Challenges; 


1. Low unit expenditure compared to industry norm, no capital levy implementation or 
depreciation cost recovery from shareholders, 

2. No capital budget implementation and Infrastructural regional planning, and pooling of 
scarce financial resources, 

3. Increased raw water debt as a result of budget exclusion, 

4. Repairs and maintenance less than 8 % of infrastructure value despite ageing infrastructure. 

5. No funding for the replacement and upgrade of the infrastructure. 

6. High water losses in some WSA areas, mostly beyond the meter. 

7. Some costs (c.g. water treatment chemicals, electricity and fuel) are increasing at a rate much 

higher than guidelines given on acceptable budget increases. 

8. Institutional restructure delayed fill mg of senior positions. 

9. Slow payment or delays with of Bulk water invoices. 

10. Signing of revised Bulk water agreements and finalization of bulk water entity for the region. 

11. Prevailing drought conditions and effects to ageing and ailing infrastructure. 

Benefits to Shareholders, stake holders and customers 

1. Pooling and sharing of scarce human resources. 

2. Lower unit costs of well- run organ of state. 

3. Water resource constraints require regional rather than local stand-alone solutions 
(planning, implementation and operations). 

4. Good track record regarding refurbishment of bulk water infrastructure has set industry standard. 

5. Control and sharing of a single bulk water tariff as opposed to a volatile locally driven 
economic based tariff that also depends on the cost of water locality and resourcing. 
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Customer Satisfaction 


The entity is a customer driven and focused organisation, and this mandate is dearly provided and chartered 
for, in the Bulk WSP agreement presented. The guiding principles encapsulated therein promote adhere to 
the "Batho Pole” principles of good governance and customer service. The principles embrace; the delivery 
and supply of value for money services, good quality and a reliable services, right up to the end user. 

The high SANS24I high water quality standards achieved by uThukela Water on behalf of its WSA 
Shareholders, attests to the superior and high quality bulk water services delivered from both the bulk water 
plants at Ngagane and Bigger she rg. 

These superb achievements, were attained,and are being maintained,on shoe string budgets, and at very 
limited cost to the shareholders. Sheer dedication and hard work are the milestones by which these successes 
can be measured. 

Regular communication and engagement with our municipalities ensures that we continue to remain 
responsive to our customer needs, and consequently we maintain compliance with our WSP principles. 

Product Quality 

'Jhe Entity prides itself in the excellent drinking water quality provided to its Shareholder municipalities 
throughout the year. Laboratory water analyses and lest results on average has exceeded 99% of Department 
of Water Affairs SANS241 standards for all determinants at all times. 

These excellent results have been achieved against a background of poor investment into the maintenance 
and the ailing and aging water infrastructures. The Regional Bulk Water Services Master Plan identifies the 
short, medium and long term requirements to safeguard and secure the future of the water infrastructures, 
but unfortunately due to cash flow restraints of the Shareholder municipalities, and a lack of access to the 
capital markets to obtain the necessary funding, the care of and preservation of the assets for current and 
future generations is obviously being seriously neglected. 

Although business plans in terms of the bulk w r ater master plan have been submitted, no major infrastructure 
upgrades have been tarried out in the last 10 years, due to a lack of capital grant funding, and or, the approval 
of other funding sources to the Board, to properly carry out its mandates and its National, Provincial and 
Regional strategic water service objectives. 

uThukela Water continued to respond well to water service WSA demands despite the difficult financial 
constraints within which it has had to operate. Bulk water quality standards measured in terms of the 
SANS241 standards remained well above 99% for all determinants throughout the year. 

The prevailing drought conditions played havoc with the raw water quality and additional chemicals, not 
normally utilised, had to be acquired in order to quell the impacts of stagnant and polluted water. 

A reliable and constant Bulk water supply was made available to the WSAs, 30 million mega litres to the 
Newcastle municipality, 4,5 million mega litres to the Umzinyathi DM and 5, 1 million mega litres to the 
Amajuba DM, who in turn supplied approximately 43 million mega litres to its paying customers. 

The regular water monitoring and statistical analyses results is detailed in the scientific report and graphs 
contained in the operational and scientific report. 

The Board also provides the Newcastle municipality with regular monitoring and measurement of its 
reticulated water standards. The Umzinyathi and Amajuba District municipalities utilise a private service 
provider for this purpose. 

uThukela Water prides itself and strives for service excellence regarding the quality of its potable water 
supplied, and its laboratories are W'ell equipped to ensure that there is no compromise in its service quality, 
fhe environment is also an important consideration in all matters of water planning and implementation. 
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Stakeholders Understanding and Support 

The entity is constantly striving to ensure strategic effectiveness by complying with all the requirements of its 
WSP objectives and principles, the relevant National, Provincial, local legislation and policies, and it is, with 
limited financial resources available to it, making every effort to ensure that the benefits of its effecti ve and 
efficient operations, are received by the member municipalities and ultimately, the municipal customers. 

It is the intention of the entity to further its community and stakeholder participation, by widely publicising 
the results indicated in these reports through the public media, and by assisting its Shareholders, wherever 
possible, in undertaking road shows into the various community areas. 

Infrastructure Stability 

One of the major benefits of cost sharing is the regional approach to planning for water distribution, and the 
entity strives to ensure that its capital and maintenance programmes are aligned to those of its WiSAs, the 
government and provincial strategic plans. Its water demand projections, are regularly updated, based on 
WSDP’s prepared by the parent municipalities, and trends in the supply and demand patterns. 

One major challenge that directly affects the stability and sustainability of the region’s water services 
infrastructure is the lack of adequate budget allocations based on the costs of production and channelled and 
available government grant funding to fully implement the Strategic Water Services Master Plan. The budgets 
and plans intend providing a long term solution to water provision in the area, and also the provision of a 
safe, and affordable water service with sustainable infrastructure, over the whole area comprising of some 
26000 km2. The plan transcends over WSA boundaries, and eliminates the continued utilisation of expensive 
ancillary, ad hoc, and standalone water plants. 

The existing ageing infrastructure has been successfully maintained to an extent, but the only viable option, 
is to give focus to the objectives of the master plan, and to implement this plan, with the single objective of 
sustainable water services for the whole region well into the future. 

The status quo is simply not sustainable in the longer term, and if one looks at the capital investment injected 
into water infrastructure with the entity during the current year of some R 5 million, it is simply inadequate, 
and does not address the real infrastructure requirements of the region of some R 10 Billion. The Financial 
Report shows graphically the disinvestment in hulk water services over the past 10 years from approximately 
R ISO Million per year to just barely over R 2, 5 Million per year in the current year. 

A unified approach and pooling of all water revenue and government grants is required in order for any 
inroads to he made into resolving the water backlogs and demands of the region in the future. 

Water Resource Adequacy 

The region is blessed with good water resources, although the current drought has served to highlight the 
vulnerabilities in this regard, and in the Newcastle area raw water requirements are extracted from the 
Ntshingway oi Chelmsford dam, Ngagane River and the Buffalo River. These water resources have adequately 
served the developed areas of Newcastle, Osizweni, Madadeni, Durnacol and Dannhauser for many years. 
They however are not enough to sustain the increase in demand beyond the short to medium term. 

I he Umzinyalhi area is not blessed with good sustainable natural water resources, and relies on the Blood 
and Buffalo rivers for its main raw water requirements, and these water sources, although perennial, are 
not sufficient to ensure a constant supply of raw water to meet the demands of the area. The water services 
master plan addresses this problem, and proposes solutions that will meet with the current and future water 
demands. 


K.UJJ 
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The ultimate goal of ulhukela Water, and or, it’s, successors, will obviously be to link up the many rural 
developments which are spread far and wide and throughout the jurisdiction of ulhukela water, and to link 
them to a major regional bulk water supply infrastructure, which infrastructure, will in turn he linked to a 
sustainable raw water supply source. 

The unacceptably high, ''beyond the meter water losses, currently being experienced in some of the areas of 
supply, and particularly in the Newcastle east. West, Madadeni and Osizweni areas, needs to be checked as a 
matter of urgency, as it is causing severe water losses and community frustration through water rationing and 
restrictions in these areas. It is estimated that at least 15 Mega litres per day is heing lost in these areas. 

Water conservation and water demand management is an area that is prioritised by the Hoard and its parent 
municipalities, together with all upstream and downstream partners, and these need to be aligned with 
National and Provincial initiatives that will diversify the water mix, which should include water reuse and 
reclamation. 

Community Sustainability 

We have, within our limited and scarce financial resources available, continued to diversify any available 
capital funding programmes, and to promote these towards ensuring that the bulk water expansions backlogs 
are addressed, especially in the areas mentioned above, where unreliable and unsustainable water resources 
are utilised as an interim measure. 

With the transfer of reticulation and the smaller local bulk water plants back to the municipalities with effect 
from the 1 July 2013, many of these responsibilities will be returned to the WSA's directly. However, the 
longer term vision should be to focus attention on the Bulk Water Master Plan, and to eradicate these smaller 
and un-economically viable and unsustainable water plants, and to link them to the major water producing 
plants and more sustainable water resources. 

Our approach, as a water service provider, and our investment in water and sanitation projects, utilising 
the local community, is to optimise employment opportunities and to provide development opportunities 
to emerging and BEE compliant contractors. We also continually provide institutional support to emerging 
contractors by assisting them to improve their CIDB levels of competency and thereby improving their 
chances at competing for the bigger contracts. 

I he Board has a long standing commitment to conservation of natural resources and has in place key 
environmental sustainability indicators applicable to its water business, and is aligned to best business 
practices. We regularly assess our indicators for eco-efficiency, including wafer, energy and material 
consumption. The increases noted in these indicators over the past few years are mainly attributable to, 
demand, extra chemical dosing to disinfect new schemes commissioned, poor raw water quality, and the 
above average inflation cost increases imposed by ESKOM, DWAF and chemical suppliers due to high and 
fluctuating fuel and oil prices. We arc cognisant of environmental regulations and monitor all impending 
projects and our test results regularly to ensure compliance and high quality standards at all times. 
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Operational Optimisation and Resiliency 

The entity places great emphases on effective and efficient governance and management structures to 
implement its strategy, and it has made great st rides to ensure that in cases where there has been any 
deficiency in the past, that this is adequately addressed. Its key support systems have been and arc continually 
assessed with a view to ensuring operational competence at all times. Key focus areas are operational 
systems, Infrastructure and asset management where we have a fully compliant GRAP asset register in place. 
Infrastructure planning and CIS systems, hilling and metering systems, up to date financial and treasury 
systems, HR and Payroll systems, a central SCM system that supports all purchasing and acquisitions and 
other governance and control systems that will enhance risk management, corporate performance and 
strategy systems. 

Employee and Leadership Development 

I here is a sound human resource strategy in place that supports management to operate effectively in 
consultation with staff and Union statutory bodies. A moratorium on the appointment of new staff, and to 
the revision and restructuring of the fixed staff establishment, pending the composition of the new Bulk 
water institution, has certainly impeded advances in the HR strategy, but as the entity develops, innovative 
measures have been implemented to ensure that there is no disruption of activities. 

A pool of Process Controllers has been trained and developed over the past year that will ensure that the 
entity can upgrade its process control staff at the water plants and have available at all times a fully trained 
and qualified pool of competent officials to carry out the functions at the water plants. 

The Board has a study assistance policy and program in place that enables staff to study and belter their 
qualifications. This leads to a competent staff and the creation of a suitably qualified staff t rained specifically 
in their field of expertise which in turn directly benefits the Board. 

Communication and the sharing of information with the WSA parent municipalities, and managements 
ability to steer these initiatives, has also received much attention as part of improving the information 
systems. 

Recruitment of suitably qualified and well skilled professionals in the water sector has always been a 
challenge in the un-urbanised areas, and the Board has a programme in place, that provides opportunities' 
for study and a bursary scheme to attract and improve the adequacy of staff and to build a pool of graduates 
and trainees that will meet its immediate and future demands. 

Future Financial Viability - going concern 

The Board has achieved a good audit outcome from the Auditor General, and has finally dispelled any doubts 
and uncertainties that may have previously existed, about the Boards ability to effectively and efficiently 
manage its own affairs in a proper and accountable manner. 

The Boards financial results reflect its resolve and determination to deliver a high class and affordable 
product, albeit with limited available financial resources. Its bulk cost indicator is well within the industry 
norm, and is a catalyst for increased investment, 

Ihc Balance sheet, post reticulation transfer, certainly highlights the reduced activities and value of the entity, 
but also indicates positively on the viability and exposure of the entity as a risk, and as a going concern. 

There can be no doubt that once the WSA outstanding debt matter is resolved, simultaneously with the DWA 
Creditor, the Balance sheet will appear very attractive to the incoming Bulk water services provider. 
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Ihe formulation and development of short, medium and long term financial plans that are aligned to the 
budgets and I DP's of the Shareholders, and consequently the real needs of the communities, is receiving high 
priority on the planning front, and is necessary to ensure that all communities are serviced with their hasic 
cuiustiLutiunal needs. 

The current practice of annually allocating popular fixed inflationary increments to budgets and tariffs is 
counterproductive and falls far short of good service delivery objectives. I he implementation of a Bulk water 
tariff cost recovery strategy is the way forward and the way in which to manage future water costs. 
r Ihe Board's cash flow, has through strict control of budgets, cash and expenditures, been adequately 
maintained, and no disruptions to any services or creditor payment cycles has been experienced during the 
year. 

The financial success of ulhukela Water is encouraging for the parent municipalities, and its communities, 
and it should instil confidence that a sustainable and effective service delivery mechanism is in place. 

Conclusion 

We will continue to strive for continued service excellence and quality, and work towards all targets and 
objectives set out in our joint strategic and business plans, and ensure that the WSA’s and the new. or re¬ 
constituted bulk water services institution, inherits a well- run and organised business that contributes to 
continued sustained water service delivery. 

The Board with its turnaround strategies has ensured that this Entity has gone from strength to strength and 
is making a meaningful contribution to the development of sustainable communities in the region, and now 
finds itself in the position to cont ribute to the future of sustained water services, 

I am indeed grateful for the contributions and partnerships which made it all possible to achieve these 
commendable results and would like to thank the following: 

• All Board members, past and present, and particularly to the Chairperson, Mr Dan Naidoo, who 
has worked tirelessly without any reward to bring this entity back into focus and on track to serve 
the objectives of its parent bodies, 

- LEADCO and the employees of the Board, who have worked tirelessly, sometimes under very 
difficult and negative circumstances to keep the ship afloat and steered in the right direction, 

• Suppliers and service providers who have had to endure some difficult times with us, 

• The WSA municipalities, their Councils and officials who also endured frustrating times of 
dealing with community complaints and concerns without themselves being in control of 
the situations, we thank them for their support and for the way in which they have continued 
to deliver the same excellent services to their communities themselves, 

• The Premier’s office for their continued support and for holding the interests of all parlies 
and communities at heart at all times, and 

• Finally, the Department of Water Affairs, for their guidance, assistance and direction, 
particularly during the difficult drought situation. 


t— o m 0 v 

MR LL CUNHA (ACTING MANAGING DIRECTOR) 
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Corporate Governance 
Overview 1 


The Organization, despite experiencing many teething problems associated with a new business, continues 
to commit to the principles of good corporate governance as per the Municipal Systems Act 32/2000. the 
Municipal Finance Management Act 65/2003, the Water Services Act 108/1997. the Companies Act 61/1973 
and the King 111 Report, and strives for a sound balance between performance, value creation and resource 
utilization. This balance is enabled through the organization’s strategic objectives and balanced achieve¬ 
ments as indicated in the scorecards. 


Performances of the Organization's objectives were measured by comparing it to the key targets and 
indicators as set out in the Entity's annual Business and Budget Plans. Accountability in terms of the 
Municipal Systems Act is maintained by reporting on the activities and scorecards, thereby measuring the 
performance. 


Board Appointment and Composition 

uThukela Water (Pty) Ltd is a muhijurisdictiona! water utility that was established in terms of section 87 of 
the Municipal Systems Act 32/2000 and was wholly owned by the following parent municipalities (WSAs) 
with the indicated shareholding allocation: 

Newcastle municipality': 34% 

Umzinyathi District municipality: 33% 

Amajuha District municipality: 33% 


The shareholding of the municipalities in the Company was legally registered on 11 September 2007. 

The composition of the Board of uThukela Water (Pty) Ltd since inception in 2004 is detailed hereunder, 
and shows the changes up to and including 30 June 20] 3. 


The current Interim Board was appointed by the MFC for Local Government. Housing and Traditional 
Affairs, on 6 June 2012. The members currently serving on the board arc as follows: 

Mr P.S. Naidoo Board Member (Indepcndanl Chairman of the Board) 

Mrs H.B. Krishnan Board Member (GM - Municipal Finance - COGTA) 

Mr M. Msiwa Board Member (Independant) 

Mr A. E veils Board Member (Manager - Infrastructure of COGTA) 

Mrs A. Masefield Board Advisor (Special Member - Acting Provincial Head of DWG) 

Municipal Managers - Newcastle - Amajuba - Umzinyathi. 
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CV of Mr P.S. (Dan) Naitloo (Chairman of the 
Board) 

Mr N a id on. holds a [bachelor of Science Decree (lions) 
in Water Utilization Engineering. 

He is currently a Senior Executive ol’Umgeni Water with 
in excess of 28 years of water operations management 
experience. Mr Naidoo was seconded by Umgeni Water 
to assist the Provicial Government at the 
intervention at uThukefa Water in 2008 



Mr L. L. (unita (Acting Managing Director) 

MrCunha has a specialist JAC (SA) DioJoma in lo¬ 
cal government f inance and Administration and is an 
Associate member of C1GFARO (SA) and has in excess 
of 40 years hands on municipal experience in a senior 
capacity. 

He is also Local Government Recovery Specialist and 
has worked hand-in-hand with the Department of Co¬ 
operative Governance and Traditional A flairs and the 
Development Bank of Southern Africa in several turn¬ 
around projects, where he has successfully assisted 
several struggling municipalities to move from 
precarious financial situations to clean audit reports. 



Mr C. Dhliwavo - Acting Engineering Manager 


Qualifications;!}Sc. Engineering Honours (1999) 
University of Zimbabwe 
MSe. Water Resources & Engineering 
Managemen1(2006) (University of Zimbabwe) 

Post Grad Diploma Project Management (201 5) 
(Management College of Southern Africa) 

Currently pursuing Master of Business Administration. 

Mr Dhilwayo Joined uThukela Water (Ply) Ltd as a 
planning and Design Engineer in February 2010 al ter 
serving the Government ol Zimbabwe for 9 years as a 
Chief Provincial Engineer in the Ministry of Water and 
infrastructural Development. Appointed to the position 
of Acting Engineering Manager in July 2013. Currently 
the Acting Executive Director Operations and 
Engineering since February 2017. 
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Board Meetings 

An annual general meeting and quarterly general meetings of the Board and shareholders are held with 
attendance by the non-executive Board members, shareholder representatives and senior Executive 
Directors. The Entity's Strategy, Business Plan, monthly activity reports. Audit Reports. Annual Financial 
Statements, budgets and other reports are discussed and approved at the quarterly general meetings. 
Special Board and Ad-Hoc Committee meetings are called at the request of the Chairperson as required. 


MEETING DATES FOR THE 2018/2019 FINANCIAL YEAR 



SHAREHOLDERS 


[ 


LEADERSHIP 

COMMITTEE 



DATEHELJ3 

MEETING REFERENCE .V 

OESCRimcJN ( COMMENTS 

_ 

Sepn-mbtr 2018 

B 03-2018 


27 MARCH 2019 

B/Oti-FY 2018/19 


26 JUNE 2019 

B/Q7 - FY 2018/19 


18 December 2018 

j B-3-20I8 


20 June 2018 

SH/01-2018 


26 June 2019 

SH/02-2019 



30 July 2018 

RG - 009 


30 August 2018 

RG - 0011 


28 Sep 2018 

RG -0013 


11 Sep 2018 

RG -0014 


30 Oct 2018 

RG - 0015 


27 Nov 2018 

RG -0016 


19 Dec 2018 

RG * 0017 


31 January 2019 

SES - Cl 


05 I-’ebruary 2019 

SES - 02 


09 April 2019 

SES - 03 


23 May 2019 

SES- 04 


20 June 2019 

SES 05 


30 July 2019 

SES-06 



m 
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Audit Functions 


The Board's external audit is conducted under the auspices of the Office of the Auditor General utilizing 
local accounting expertise. The Board also reviews the accuracy, reliability and credibility' of statutory 
financial reporting. 

The external auditors independently audit and report on the financial statements to ensure that the statements 
comply with GRAF. 

Internal audit is an independent outsourced assurance function, the purpose, authority and responsibility 
of which is formally defined in a charter approved by the Board in line with stipulations of the Institute of 
Internal Auditors, the MI MA and good governance. 

The internal auditors provide assurance to management, the Audit Committee, the Board and external 
auditors on the appropriateness and effectiveness of internal controls. 

Procurement Adjudication Committees 

This Committee is constituted in terms of the Board's Supply Chain Management Policy and comprising of 
five independent Senior Managers, assisting the Board in considering the recommendations of its separate 
Evaluation Committee, and in making procurement decisions to approve contracts and tenders within its 
delegated authority. The committee also makes recommendations concerning the amendment of the 
procurement policies and ensures that the Entity’s SCM procedures are equitable, transparent, competitive 
and cost effective. Contracts which exceed the Committee's delegation of authority are referred to the 
Managing Director for a final decision. 

Leadership Committee {LEADCO) 

LEADCO structure includes the Managing Director. Director Operations, the Chief Financial Officer, the 
Manager I luman Resources, the Manager Customer Sen ices and the Manager ERP Services 
The committee was established to assist the Managing Director in guiding the overall direction of the busi¬ 
ness and to exercise executive control. Meetings are held weekly and its task is to assist with the effective 
management of the day to day operations of the business. 

Board Remuneration 

The current incumbent Interim Board Members are not remunerated by the Company, 

The prev ious Board members were remunerated out of Company funds, and a dispute concerning the 
remuneration approved by them and paid to them, accordingly, is currently being investigated by the 
MFCs office. 

Delegation of Authority 

A comprehensive delegation of authority framework governs the authority levels for (he Board and 
management. These are exercised through the Board and LEADCO as well as Senior Management Indi¬ 
vidual Capacities. This framework assists the Board to discharge its duties with proper accountability and 
responsibility. The Board reviews the framework regularly. 
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Fraud Prevention 


The Board acknowledges its responsibility to ensure that the organisation conducts its business in a fair, 
transparent and ethical manner A proper risk assessment was conducted and a Fraud Prevention Plan was 
lorrmilaled during the year, and will shortly serve before the Board for approval and implementation. 

The plan has been produced to prevent and respond to incidents of fraud, corruption or any other 
irregularities. The Province of Kwazulu-Natal has established a fraud hotline which is adequately advertised 
and is available to all and sundry. 

Strategy, Performance and Annual Report 

Our annual report is viewed by the organization as an important element of our strategic execution system, 
and as a valuable instrument to view and showcase our performance over a specific period of time. 

It is a statutory requirement in terms of Section 126 of the MFMA 56/2003, which requires mandatory 
disclosure of annual performance against our Business Plan. 

Simultaneously, the opportunity is used within the statutory reporting framework to align to best practice 
corporate performance / sustainable reporting. 

This report therefore is the means by which we communicate to all our shareholders and their customers, 
regulatory bodies, investors, employees and civil society our annual performance and progress towards mov¬ 
ing our policies, plans and processes, and our water and sanitation service products in a 
direction that supports sustainable development. 


Scorecards for Financial and KRP Systems, Customer Services and Public Relations, Operational and 
Developmental and Human Resources are presented at the beginning of each chapter. 
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WATER QUALITY MANAGEMENT 


Access lo safe drinking water is essential to health and a fundamental need considered to be a basic human right. 
u'Ihukela Water and its laboratory is obligated to providing quality tap water to its customers by ensuring that 
the drinking water supplied by its water treatment plants comply with the recommended guidelines as stated 
in the South African National Standard (SANS 241:2015) for Drinking Water, "1 he water quality monitoring 
programme continues to provide required information that meets legislative requirements, water treatment 
process requirements, and it considers the risks that have formerly been identified in the system rendering 
water quality management efficient and effective. 

u'Ihukela Water Laboratory is committed to providing accurate, reliable and professional services to internal 
and external customers. The laboratory is undergoing a process of improving its Quality Management System 
that is based on ISO/IEC 17025:2017 requirements. Significant progress has been made in updating all 
documentation including the quality manual, policies and procedures in the year under review. A quality 
gap assessment was also conducted and is currently used as a tool to drive the gradual implementation of the 
improved quality management system. Moreover, an exercise was undertaken to upgrade standard operating 
procedures and streamline lab oratory processes to improve efficiency. In doing so customers can be assured that 
the laboratory is competent to produce credible results. The targeted future goal is to fulfil all the requirements 
of ISO/IEC 17025:2017 and be a South African National Accreditation System (SANAS) accredited facility 
which will ensure that services rendered occur in line with national and international quality standards thus 
bolstering customer confidence. 

lb complement this quality management system the laboratory participates in two proficiency testing schemes, 
the South African Bureau of Standards (SABS) Water Check and the National Laboratory Association (NLA) 
Water Microbiology Proficiency Testing Schemes where it continues to improve its performance in terms of 
accuracy and precision when compared to other laboratories. 

In order to integrate different processes such as amongst others; sample tracking, data entry, sample scheduling 
and generating certificates of analysis a Laboratory Information Management System (LIMS) is currently being 
tested and refined, this will enable the laboratory to improve traceability, data security' and turn-around times. 
In addition to assuring the quality of hulk water produced, the Laboratory provides water testing and sampling 
services to municipalities, ensuring alignment in meeting their Blue Drop and Green Drop requirements. Water 
resource surveillance is also conducted to ensure wastewater discharges are not harmful lo the environment 
and downstream users. uThukela Water Laboratory also monitors industrial effluent discharges into Municipal 
Wastewater Reticulation Network as a result pollution is minimized and controlled. 
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POTABLE WATER QUALITY PERFORMANCE 


Hit 1 South African National Standard (SANS 241 ;2015) for Drinking Water advocates a structured and 
risk based systematic approach to the management of drinking water. In 2018/2019, uThukcla Water 
demonstrated its commitment to its customers by providing sale, dean drinking water. The quality of water 
produced was evaluated against the following five risk categories of the SANS 241:2015: 

1. Acute Health Microbiological: determinant that poses an immediate 
unacceptable microbiological health risk if present at concentration values exceeding 
the numerical limits 

2. Acute Health Chemical: determinant that poses an immediate unacceptable chemical health 
risk if present at contamination and exceed specified limits 

3. Chronic Health: determinant that poses an unacceptable health risk if ingested over an 
extended period if present at concentration values exceeding the numerical limits. 

4. Operational: determinant that is essential for assessing the efficient operation of 
treatment systems and risk to infrastructure 

5. Aesthetic: determinant that taints water with respect to taste, odour or colour and does not 
pose any unacceptable health if present at concentration values exceeding the numerical limits, 

Ngagane Water Purification Plant 

Ihe Ngagane Water Purification Plant continued to supply good quality potable water during this financial 
year, maintaining the compliance of various risk categories above 99% except for operational category with 
achieved more than 97% as shuwn in graph 1. The operational non-compliances were attributable to slightly 
increased turbidity levels and total coliforms as displayed in table 1. While we strive to exceed the stipulated 
targets, this can be challenging to attain due to varying quality of source water. 

Graph 1: Bulk Putable Water Quality Compliance per risk category for Ngagane Water Purification Plant 
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Table I: Bulk Potable Water Quality Compliance per determinant based on SANS 
241:2015: Ngagane Water Plant. 
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Biggarsberg Water Purification Plant 


lilt' Biggarsberg Water Purification Plant again achieved excellent performance. The water produced by the 
plant met the stringent SANS 241:2015 requirements as displayed on graph 2 and table 2 below. Across ail 
risk categories a compliance ot above 99% was achieved, variances on the operational risk category was due 
to high turbidity levels. 

Table 2: Bulk Potable Water Quality Compliance per determinant based on SANS 241:2015; Biggarsberg 
Water Plant. 
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Graph 2 , Bulk Potable Water Quality Compliance per risk category for Biggarsberg Water 
Purification Plant 
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R AW WATER QUALITY 

Surface water sources are vulnerable to potential pollution problems with m igration of contaminants into 
the intake. As water travels over the surface or through the ground, it dissolves naturally occurring minerals 
and picking up material resulting from the presence of animals or from human activities, compromising 
source water quality as can be seen below in graph 3 showing high turbidity levels. Such variability can pose a 
serious challenge to water treatment. 

Graph 3: Turbidity levels 
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Ihc environmental impacts that affect the raw water sources in this region arc mostly land that has been 
contaminated by mining effluent and industrial pollutants, Chemical contamination from old mines cause 
elevated levels of iron and manganese. There was general improvement in the quality of the raw water 
especially the iron and manganese levels at the Nlshingwayo Dam and Ngaganc River as displayed in graph 4 
and 5 below. 

Graph 4 Si 5. Iron and Manganese 
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Ihe graphs hdow display some of the risks associated with the water source quality resulting from animals or 
from human activities. 

Graph 6 & 7 . E. coli and lota! coliforms 


E.coli 



Total Coliforms 



To abate all these risks mentioned above all these water sources are continuously monitored, and the 
abstraction volumes and treatment process are proactively managed. 
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OPERATIONS 


Introduction 


The Operations function at u'lhukela Water is responsible for the core business of the company, potable water 
supply at agreed water volumes to the set compliance standards. Water is abstracted from raw water sources, 
dams and rivers, the pumping and/or gravity feed of raw water to plant inlets, the purification of raw water 
and the supply of bulk water to demand reservoirs. The function includes the operations and maintenance of 
raw and final water pump stations, raw and potable bulk pipelines and water purification plants, reservoirs 
and associated infrastructure. 

Water purification plants operated and maintained by uThukela Water includes the Ngagane Water 
Purification Plant in the Newcastle area (Amajuba WSA) and Biggarsbcrg Water Purification Plant in the 
Endumeni area (uMzinyathi WSA). 

RAW WATER SOURCES 

The main sources of raw water supply for the area is the Ntshingwayo dam, Ngagane River and Buffalo River. 
The Buffalo River is one of the ten identified free flo wing rivers in KZN, it flows undisturbed from its source 
to the confluence with another river. It is not a very reliable source as it is seasonal dependant. The Ngagane 
River level drops too low during drought periods and does not produce a consistent supply volume. 

During dry periods, releases are made from Ntshingwayo Dam to augment water in the Buffalo system. 

Ntshingwayo Dam 

The main source of raw water supply to the Ngagane Water Purification Plant is the Ntshingwayo Dam and 
the Buffalo River, the Ngagane River is used to supplement water to the Ngagane Plant. 

Ngagane Water Purification Plant receives resource water from the Ntshingwayo Dam via two gravity 
pipelines. The Ngagane River is the 2nd resource, via the Ngagane River pump station and the 3rd resource 
is the Buffalo River, Schurwcpoorl weir. An average daily supply volume of 80 Mf /day arc received from 
Ntshingwayo Dam. The Buffalo River’s average supply volume is 25 Mf /day and the Ngagane River pump 
station supplies oil average 20 Mf / day with one pump operational and 35 Mf /day with two pumps 
operational 

GRAPH 7: NTSHINGWAYO DAM 


N (siting way o Dam Level 

FY 201S-J01S 



m 


571 u'lhukela Water (PTY) LTD - Annua! Report - 2019 










Buffalo River 


The Buffalo River [Tayside weir and pump station) is the man raw water source for Riggarsbcrg Water 
Purification Plant and can deliver a daily supply volume of 15 Me/day. The Buffalo River supplies 90% of the 
required raw' water volumes to the plant. Six dams in close proximity to the plant augments the river supply. 
These dams are the Upper and Lower Mpathi Dam, Tom Worthington and Verdruk Dams, Donald McHardy 
Dam and Preston Pan. 

The catchment area received rain from August 2018 to September 2019, amounting to 598-55 mm. The 
Ntshingwayo dam levels lowest point was at 67.4% in February 2018. The average of the dam level for the 
past financial year was 78.7%, lower compared against last financial years average of 85.3%. The Buffalo 
River maintained a stable llow for the reporting period, although water releases from Ntshingwayo Dam and 
Zaaihoek dam were requested during the fourth quarter 

BULK WATER SUPPLY VOLUMES 

A total of 42 398 mega litres (Mf) of potable water were supplied to the three Water Services Authorities 
during the 2018/2019 financial year by the two Bulk Water Purification Plants, A 4.54% increase from the 
previous years total supply volumes. Severe drought conditions were experienced and water restriction of up 
to 20% were imposed in the Endumeni area until the end of the financial year, due to very low levels of the 
local Endumeni dams 

Amajuba consumption volumes decreased by 2,88% this financial year compared to the previous year. 
Newcastle consumption volumes increased by 7.97% and uMzinyathi decreased by 6.33% compared to 
FY2017/2018 volumes. 

Ngagane Water Purification plant is the major contributor to the total supply volumes, it contributes 86.27% 
and Biggarsberg Water Purification Plant contributed 13,73% of the total bulk water supply volumes. 


Graph 7: Bulk Water Plants contribution percentage to tile total supply volume 
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Ngagane Water Purification Plant 


Water produced at the Ngagane Water Plant amounted to 31806 Mf for the 2018/2019 financial year The 
plant operated at an average daily supply volume of 101 Mf/day. The Ngagane Water Plant s past five years 
annual supply volume trend is illustrated in graph 8 below. 

Graph 8: Annual Ngagane Plant Production Trends in Mcgalitres (ME) 
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Biggarsherg Water Purification Plant 

Water produced at the Biggarsherg Water Plant amounted to 5062 M? for the 2018/2019 financial year. A 
daily average supply volume of 15,37 Mf/day was supplied for the year. The plants past five-years supply 
volume trend is illustrated in graph 9 below. 

Graph 9: Annua] Biggarsherg Plant Production Trends in Megalitres (M£) 
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Amajuba Water Supply Area 


Amajuba supply area receives bulk water from both Ngaganc and Biggarsbcig Plants. A total supply volume 
of 5530 Mf was received in the 2018/2019 financial year, this amounts to a daily average supply volume of 
11.20 M£/day. Graph L0 indicates the supply volumes over the past five years for the combined Amajuba 
supply area. 

Graph 10: Annual Amajuba WSA Consumption Trends in Megalitres (MC) 
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WATER LOSS 

u'lhukcla Water prides itself in continues improvement of potable water supply, it therefore recognises the 

importance of efficient and effective water loss control in the bulk system. The main aim is to save a precious 

and valuable resource and increase the efficiency of the existing supply system. 

The water loss control strategy' can only be effective if it is a continues activity forming part of the utilities 

vision. The commitment and dedication at all levels within the utility determines the success of the strategy. 

Water loss management is achieved with: 

• Formulation of a water loss management plan. 

• Continues flow monitoring which includes bulk meter accuracy assessment, meter readings 
and replacements plan. 

• Data capturing and Jogging of Jlow and level readings as well as permanent remote data logging 
and recording on plant scada systems. 

• Permanent system leak monitoring through actual inspections, flow readings and supply 
volume calculations. 

• Wa ter bala nee cak ulati on s and m i n i mu m nig h l flow analys is. 
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I he existing ultrasonic flow meter readings functions provides a Daily Flow Dashboard with Meter readings 
reports (excel format) and Graphed How trends, Line pressure trends, Battery power. Antenna power trends 
and Events Logs of each meter. These functionalities are used by the Operations and Maintenance teams and 
used for billing purposes. 

Proposals for the upgrading of the current plants scada systems and live real-time off-site data availability 
were investigated, but not yet rolled out due to budget constraints. 

Water loss is calculated over the entire system from raw water abstraction to potable supply points, demand 
reservoirs. 

'Idle total water loss percentage for the entire uThukcla Water utility is 835% for the FY 2018/2019. 

Ihe Ngagane water plant systems water loss percentage is 9.17% for the period under discussion, a decrease 
from last year's 10.97%. The water loss over the Biggarsberg Water plant and supply area amounted to 2.93%, 
the same as the previous financial year. Tire water loss is calculated from the plant raw water inlet to the bulk 
metered supply points, the raw water supply lines arc excluded from the water loss calculations. A meter 
replacement program is being out rolled to allow accurate and consistent flow meter readings for accurate 
water loss calculations over the raw water supply lines, 

MAINTENANCE MANAGEMENT 

Sustainable bulk water services provision by uThukeia Water is largely asset dependent. Properly designed, 
managed and maintained infrastructure will support good social and economic stability. The repairing 
or replacing of assets is costly therefore effective maintenance of assets involves making provision for on¬ 
going cost on a planned basis and trends to limit asset failure. The implementation of effective maintenance 
management strategies ensures that infrastructure and asset stability is maintained. 

Asset Maintenance Planning is aimed at ensuring that assets remain productive at the lowest possible long¬ 
term cost and involves: 

- A detailed functional analysis of maintenance needs that meet the required service delivery outcomes 

* The development of maintenance strategies 

* 'Ihc institution of procedures to ensure adequate control of the implementation of a maintenance plan 

During the past year new asset installations, refurbishments and upgrades have resulted in and contributed 
to an increase in performance, reduced costs and life span extension of asset components. The drive to 
have assets perform at an optimum level was given high priority. I his was achieved by the utilization of a 
Maintenance Plan which also incorporates an asset grading system. 


(LUJj 
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Asset Maintenance 


It is necessary to formulate a purposeful asset maintenance strategy to direct the maintenance of assets 
towards optimal results. A maintenance plan is of key importance in the strategic management of assets over 
its useful lifespan. 

The objective of this strategy is to develop maintenance and minor works plans for assets, which correlate 
and quantify' the maintenance requirements for service delivery, asset performance standards and risk 
management for all assets as defined/segmented in the asset strategy 

The following benefits were derived from the Maintenance Management System namely: 

• The minimization of breakdown time 

• Improvement in total availability of the system with optimum capacity 
« Extended useful life of asset and equipment 

• Safety of personnel and assets 

A grading system based on asset assessment was implemented in order to establish the nature of action 
required regarding maintenance being conducted, refurhishments and the upgrading of assets and 
infrastructure. 

Maintenance activities included: 

• Reconditioning of pumps and motors 

• Replacement of valves 

• Preforming condition monitoring at pump stations 

• Cleaning and repairs of clarifiers 

• Installation of safety signage. 

• Repairs of burst pipes 

• Repairs, calibration and replacement of flow meters and ultrasonic level indicators. 

• Filter and filler equipment refurbishment and replacement. 

• Vehicle repairs and services. 

• Buildings and grounds refurbishment and repairs. 

Examples of maintenance activities performed in FY 201 S/2019 

Ngaganc Water Purification Plant 
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Reconditioning a 
Split-casing pump 
at Ngagane Water 
Purification Plant 








Installation of a new 
lockable lid for a 
valve chamber on the 
Ntshingwayo raw water 
pipeline 
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Installation of a new 
Motor Control Centre for 
the A-Pump no: 2 at the 
Ngagane water plant. 
















Installation of new electronic 
flow meters at the Ngagane 
Water Purification Plant 



Repairing of the GRP Pipeline 
from the Ngaganc Water plant 
to Rraakfonlein reservoirs 
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Installation of a new Elevated 
tank at the Kilbarchan pump 
station. 



Installation of a new Gearbox 
on Clarifier no:3 at the 
Biggarsberg Water Plant 
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Planned maintenance carried 
out at the Verdruk pump 
station 



Pigging of the Tayside 
raw water pipelinc. 
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Inspection and servicing of 
the Taysidc High Lift pump 
station. 



Installation of a re conditioned 
pump at the Upper Mpathi 
pump station. 
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ENGINEERING FUNCTION 


The Engineering Department is mandated to identify, initiate, coordinate, negotiate, plan and manage the 
strategic direction regarding the growth of the business of uTliukela Water in terms of infrastructure ami 
resources, and to assess and advise on the bulk water supply systems performance and raw water resource 
utilisation and availability. 

llie department is also responsible for developing, implementing and maintaining a Safety, Health. 
Environment and Quality Management System/ program for ulhukela water to ensure continual 
improvement of the SHEQ system and compliance with SHEQ related statutory and regulatory requirements. 

PROJECTS 

The organisation does not have a capital budget. Projects are carried out from time to time on an adhoc basis 
using OPEX, However, in the year under review, the organisation managed to secure funding from both 
Newcastle Municipality and uMzinyathi District Municipality to carry out identified projects. 

NEWCASTLE 

Newcastle funded three projects in the year under review: 

• Ngagane Water Treatment Plant Emergency Upgrade- pipe Manifold. 

■ Ngagane Water Ireaimenl Plant Emergency Upgrade- Reservoir refurbishment and 

• Refurbishment of DN 700 pc pipeline and 4n° cross connections to 
parallel DN 600 steel pipeline 

Ngagane Water Treatment Plant Emergency Upgrade- Pipe Manifold 
The objectives for this project were: 

• To retrofit and augment pipe work at Ngagane pump station pipe manifold, 

• Comply with EPWP requirements regarding labour intensive construction methods as far as 
possible to create joh opportunities and to develop skills. 

- Comply with the OHS-act. 
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Ihe scope of work for this project entailed retrofitting and augmenting pipe work at Ngagane WTP pump 
station pipe manifold. 

This project comprised: 

The installation of a new 4Q0 mm diameter steel pipe connection between the B-pumps manifold and the 400 
mm diameter supply pipeline towards the Braakfontein Reservoirs and modifications to existing pipework 
and valves. 

New 4UUmm o steel connecting pipework was manufactured, supplied and installed from the B-pumps 
manifold to connect to the existing 400mmo steel pressure main towards Braakfontein. I he concrete pump 
station wall was cut and reinstated to suit the 400o pipe installation A new connection was made outside 
the pump station building in the chamber on the existing 400© Braakfontein Reservoirs supply pipeline. 
Installation included all fittings and valves, 

One existing 400o valve was replaced with a new 400© butterfly valve (double flanged, drilled Tl6 G/W 
gearbox and 2-meter extended spindle and hand wheel) with dismantling/ restraint flange adaptor. 2 x 600© 
existing valves were replaced with new 600© butterfly valves (double flanged, drilled T16 C/W gearbox and 
2-metcr extended spindle and hand wheels) with dismantling/ restraint flange adaptors. 1 x 900© existing 
valve was replaced with a new 900© butterfly valve (double flanged, drilled TI6 C/W gearbox and 2-meter 
extended spindle and hand wheel) with dismantling/ restraint flange adaptor. 

This project also sought to install cathodic protection on a 500m stretch of steel pipeline from the plant to the 
Ngagane river pump station. 'Ihe pipe was badly corroded resulting in persistent pipe burst along its joints, 
lhe project also allowed for the installation of a third Ngagane River pump for pumping raw water from 
the Ngagane River to the plant to augment flow from Ntshingwayo along the raw water pipelines which was 
successfully commissioned delivering 3I0l/s. 

The total cost of this project including professional fees was R3.784,135.07 including VAT. 
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Ngagane Water Ireatmenl Plant Emergency Upgrade- Reservoir refurbishment 
Hie objectives of the employer are: 


To refurbish the Ngagane reservoirs by replacing the water proofing on the joints. 

Comply with EPWP requirements regarding labour intensive construction methods as far as 
possible to create job opportunities and to develop skills. 

Comply with the OHS-act. 


I he scope of work for this project entailed refurbishing of three (3) potable water concrete reservoirs. 
'Ibis project comprises; 

The cleaning of the reservoirs, preparation and replacement of the water proofing for three concrete 
reservoirs at the Ngagane Water Purification Plant. 


A. CLEANING AND REMOVAL OP SILT 

Cleaning and drying of each of the three reservoirs at the Ngagane Water Purification Plant was done for 
site inspection and refurbishment works. Ihe floor areas needed to be sound and dry (below 4% moisture) 
and wall areas needed to be sound and dry (below 12% moisture) before sealing could commence, (where 
applicable for certain coatings) in strict accordance with the suppliers specifications. 

B. SEALING OF RESERVOIRS 

Surface preparations of the reservoir areas included scrabble/grinding and removal of the existing seals and 
joint water proofing. Joints were sealed in accordance with the drawings using Sika Primer 3 & Seal Sikailex 
Pro 3 i-curc 20mm x 10mm or similar approved, A 2mm thick and 150mm wide Sikadur Combidex Joint 
Seating system with bandage, was applied. 

it was also identified that Reservoir 4 under plant one had leaks that needed to he attended to. Remedial 
action involved the replacement of 2 X 300mm diameter butterfly valves and the removal of sluice gate. 

The total cost of this project including professional fees was R 5 746 358.13 including VAT, 
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uMzmyatht District Municipality 

uMzinyathi funded one project in the year under review: Refurbishment of Tayside Abstraction Works. 

As a result of the increased demand on the Biggarsberg WTP as well as the increasing frequency in failure of 
the low lift/abstraction pumps at the Tayside abstraction works, uThukela Water was intent on refurbishing 
the existing electrical mechanical installation to reduce the amount of downtime and value of repairs. In 
addition, a third pump was installed increasing the pumping capacity to the systems ultimate design point. 

The scope and extent of work comprises the following broken into civil and electrical / Mechanical portions. 

Civil Works; 

Installation of fencing around the existing low-lift pumping station and sludge drying bed 
property including 2 by vehicle and pedestrian gates. (Approximately 600m) 

• Replacement oi fencing around the high lift pumping station. Including new vehicle and 
pedestrian gates. (Approximately 480m) 

« Repair of the existing sludge drying bed. 

Electrical and Mechanical works; 

■ Supply and installation of 3 No, new Axial Flow Pumps complete, 

• Discharge manifold for the above pumping sets, 

• Klectrical panels lor the above including new incomer, VFD’s and telemetry output point. 

• Replacement of approximately 50m of 500mm dia steel pipework. 

The project also addressed a sanitation problem at the pump station. The scope of work for this included: 

• Installation of waste collection septic tank suited for underground waste storage including 
access manhole. 

• Replacement of sewer pipe from site bathroom to sanitation tank. 

The total cost of this project including professional fees was 6,965,370.34 including VAT. 
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SHEQ 


OHS Surveys/audits 

OHS surveys help the organisation to evaluate employee exposures to hazardous chemical substances, 
physical agents as well as unsafe workplace practices in the workplace environment, as required by legislation. 
The goal of a health and safety audit is to assist in the continuous improvement of an organisations OHS 
procedures. In line with this, the department through the SHEQ Manager has conducted several OHS 
surveys as well as two audits in the year under review. 

lire surveys resulted in the organisation identifying and categorising waste and prescribing the way and 
manner in which different waste materials are to be disposed. Colour coded bins were procured in which 
different categories of waste was to be stored. 

Ihe audits revealed areas that need immediate attention and as such an action plan was compiled to address 
the findings of these audits. This also tied into an action plan that was devised that sought to address Endings 
that were identified in the gap analysis exercise that was conducted in the previous financial year. 

SHEQ Plan 

A Safety Plan is a written document that describes the process for identifying the physical and health hazards 
that could harm workers, procedures to prevent accidents, and steps to lake when accidents occur. The 
organisation has a comprehensive plan that encompasses an injury and illness prevention program and is also 
specific to particular activities, hazards and pieces of plant, equipment and machinery. It is revised annually 
and as and when the need arises (especially when we experience incidents or accidents). This written safety 
plan is our organisations blueprint for keeping workers safe. 

SHEQ Training 

Safety, Health, Environment, Quality and SHEQ training courses, training sessions present an opportunity 
for company employees to understand health and safety issues surrounding the workplace. The department 
through the SHEQ Manager developed a training matrix which the organisation follows diligently, SHEQ 
champions, SHEQ representatives and SHEQ Executives are continuously trained and developed to keep 
abreast of latest amendments to relevant legislation and trends. 

Licences lor operators of different equipment and machinery are regularly updated/renewed. Training in 
specific areas such as transportation of hazardous material, fuel etc, is an ongoing exercise for company 
employees. 

1 nc ident s/Acc i de n ts 


'lire second half of the year under review saw an increased in the number of incidents. One incident occurred 
in December, two in April and 1 in May. Full scale investigations were conducted and in the first incident an 
independent investigator was appointed. Her findings were tabled to LEADCO and an action plan was drawn 
to curb these and prevent recurrence 
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Five Year Financial Review 




2018 

2017 

2016 

2015 

2014 . 
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| Capital Expend!! nr* 

3 143 E6fl 

6,911,637 

9*245,732 

6*903,974 

6 725 140 







Tola! capita] transfers ncognised 

~ 

2.553,079 

4.137*324 

1.677,922 

1.432,164 

Borrowing 

- 





Accumulated bunds 

3 145 868 

1 4358,558 

5*108,408 

5.226.052 

5,292,976 







I Tiind virtitcc* <rf capful Funds 

3 145 

6,911,637 

9,245,732 

6,903,9 74 

6,725*140 

_ 






| FLnari- : .i] f*D«ftkHl 












Tula] currcnl assets 

99,307,362 

61593909 

5i.IM.565 

120.265.814 

194.571,821 

Total non nuraal assets 

90S 994 728 

L 068,165534 

1,166,688,047 

1,262,190,707 

405,193,721 

Total current IkahilLtk-n 

262 509 545 

235 142 680 

188345,015 

158,803.330 

135,360,384 

Total non current liabilities 

10 492 640 

10,257.209 

10*939,756 

8,771.295 

8,205.908 

Accumulated funds and share capital 

792 JOT 506 

844359574 

1,918,59 t,83S 

J ,214.390,896 

456,199.250 







Cadi f low* 












Nil cash from (used) operations 

19.30S.2SO 

11397,703 

7,885.9-12 

7 h ! 54*477 

13,255*591 

Ncl cash from {used) investing 

■3,927,556 

6,91! ,637 

9,2! 5,732 

6,903,974 

{6,725,140} 

Net cash from (used) Onanciny, 






Cash and cash equivalents at yea/ end 

15,380,724 

4.486,066 

-1.359,790 

250,503 6,530,451 
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l Five Year Financial Indicators/Ratios 








| 2019 
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2017 

2016 

2015 



















Capital llxpccidiluru 

I4.510.S42 

3.927.5S6 

6,911,637 

9,245,732 

6,903,974 







Tula! capLCnil transfers recognised 

I 4 .s 10 .e 42 


2.5 53.079 

4. L 37.324 

1.677,922 

Borrowing 


- 




Accumulated Funds 


3,927,556 

4.358,558 

5JOM08 

5,226,052 







Total suurces of capital funds 

3 4.SIO.JH2 

3,927*556 

6.911.637 

9,245,732 

6,903,974 







Financial PusiEion 












| lojaj current a?set* 

112 r 516 r 9S0 

99.307362 

59.2S7.S32 

51.188,565 

120,265.814 

Total non current assets 

943,779,8*5 

966jOflO + 484 

IJ068.162,946 

1,166.688.047 

1.262,199,707 

Total current LiabiltEira 

mAtohti S2 

1.065,307,847 

201,341,481 

UW. 345.015 

158,803,330 

Total non current liabilities 

304.882,220 

246.987.120 

10.257,209 

10,939,758 

8,771,295 

Accunuiluicd fund* and dure capital 

751,414.220 

80?.«8,6«6 

9] 5,851,789 

].018,591,838 

1.214.890,896 







Cash Flows 












NrE cash from (used) opera l ions 

27.2SU.09fL 

19.3O8.2fl0 

11.397,703 

7.885.942 

7,154,477 

Kci cash from (used) investing 

12.S3S.0US 

3.927.556 

-6,911,637 

9,245,732 

-6.903,974 

Net cast) frcain (used) financing 






Cash and cash equivalents ai year end 

14,745,093 

ES.JSCI.724 

4,486,066 

-1.359.790 

250,503 
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Value Added Statement 



| 20L9 

2018 

2017 

2016 

2015 

Financial Indicators/Ratios 

_ 





_ 

l Water and sanitation 
services bulk water sales 

1 128439901 

114978266 

94664427 

87.459,570 

81,448,307 

Partners short tall contributions 

0 

0 

0 

0 


Total Revenue from capital grants 

14510842 

0 

2553D79 

5,108.408 

3.626,159 







1 Average bulk wilier foil per KI 

1 prudiitcd 

3.15 

5.15 

2,9 

2.54 

2,49 







Operating indlca tori/ft at i os 












1 IMal expenditure over revenue 
| cxd dcpreci j lion u lliet 

1 1 1 

1 

It Jfll 

Net financing costs over revenue 





| 







Personnel Costs 












1 Personnel ratio to lulaf 

expenditure 

22% 

19% 

17% 

28% 

27% 

Number of permanent employees 
at year end 

76 

76 

73 

72 

71 







Ratios 











- 

Current ratio (current 
assets/current liabilities) 

Negative 

01:02.5 

1.31 

1.42 

1.32 

Debt equity ratio (ini 

bearing debt/cap & 
reserves) 

0 

0 

0 

0 

- 

Debtors collection period 

in days (Net debtors/rev * 
365) 

180 

60 

60 

30 

478,70 

Debt to asset ratio (Int 

bearing debt/total assets) 

0 

0 

0 

0 

1 1 
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Financial Overviews in Graphic Form 



INTRODUCTION 

'Jhe review is an analysis of key areas of financial performance, operational results and financial position of the 
Company and must be read in conjunction with the annual financial statements presented with this report. 

HIGHLIGHTS OF FINANCIAL PERFORMANCE 

General 


The Entity delivers on its mandate to provide bulk water services to its shareholder municipalities under severe 
financial constraints and trades under difficult circumstances with; 

• Curtailed and restricted water budgets due to affordability factors which should in fact not impact 
on basic water delivery, 

• I he absence of a capital budget to implement business and bulk water master plans, 

• Grant funding not paid directly to entity resulting in delays to water projects. 

• Delays with payment for bulk services impacting on cash flows and the ability to operate 
unrestricted in terms of its goals and objectives. 

Solvency and cash flow 

Cash flow decreased over the last year from R 28 811 691 to R 14 066 598 due to persistent non-payment by 
some of the shareholders, and this is barely sufficient to sustain the Entity fora period of two months. Should 
the municipalities update and pay their current bulk billing accounts up to date, it would bring the Entity 
into a favourable position enabling it to operate effectively and efficiently as it should be doing under normal 
circumstances. 

Budgets and planning 

The alignment of the entities operational and capital budgets and I DP’S/bulk Water Master Plan to that of the 
shareholder municipalities and moving towards a volume based bulk tariff driven business has still not been 
fully realised during the year. 

for the water business and model to operate effectively, this is a priority, and must be a short term goal to be 
achieve by all concerned. 

Bulk water tariff 

Although the principle or a single Bulk water tariff was approved and applied during the year for Bulk water 
service cost recovery purposes, the Newcastle municipality did not comply with this volume based tariff, as its 
budget was not aligned to this cost recovery model, and was accordingly cut to accommodate the affordability 
factor as opposed to the actual costs of providing these water services. The result of this budget cuts is that no 
provision was made to pay For the purchase of raw water from the Department of Water Affairs. The Board has 
correctly accrued these costs in its books of account and is together with the WSAs responsible for the payment 
of the raw water these charges. 
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Creditor, Raw water charges, Department of Water Affairs and Sanitation 

It will be noted in the balance sheet that there is a substantial amount owing to the Department of Water 
Affairs and Sanitation for unpaid raw water charges amounting to approximately R 245 million, and 
this is due to the municipalities not settling their old shortfall debt and current DWA raw water charges. 

Ihc Minister of Water Affairs raised this matter in Parliament recently where it was highlighted that 
municipalities are indebted to the Department for over R 3. 3 Billion rand. 

Ihts matter is receiving attention at the highest level and it is hoped that it can be resolved in the near future. 

Payment for bulk water services 

Only the Uiminyathi District municipality is paying for its water purchased based on the bulk water tariff. As 
aforesaid, the Newcastle and Amajuba DM municipalities arc currently paying an unrelated affordable bulk 
water budget due to their cash flow constraints. 

The cost of raw water purchases levied hy the Department is in terms of their National Water Pricing Policy, 
and is an integral cost component of bulk water production. 

Bulk water tariff 

The bulk water tariff of R 3, 15 cents per kilolitre, measures very favourably against the National norm of 
about R 8, 50 cents per kilolitre. The Shareholders have unfortunately not accepted the inclusion of a capital 
element within the bulk tariff structure. The Board has consequently got no capital accumulations to perform 
necessary and planned refurbishment and upgrades to its old and ailing water infrastructure. This anomaly 
has been identified and documented in the Boards Risk Management Plan. The municipalities also do not 
pay depreciation charges to the entity to perform capital replacements. 

Capital requirements for infrastructure 

A capital budget comprising of most urgent and immediate capital requirements of approximately R 400 
million was submitted to the WSAs for approval, unfortunately no capital budget was approved by the 
shareholders. 


Restrictions to implementation of adequate maintenance programs 

It must be noted that the hulk water service infrastructures arc not being maintained and upgraded 
in terms of best practices due to the lack of available resources to do so, and the inability due to 
affordability factors of WSA's to pass on funding to the entity for this purpose. 

The industry norm for maintenance provision is 7, 5 % of infrastructure asset value. Currently the 
municipalities do not pay any depreciation charges to the Entity. 

Financial indicators and ratios 

The following financial ratios and indicators are provided in order to give readers a constructive overview' of 
Bulk water service as performed with available funding during the year under review. 
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REDUCTION OF THE NET DEBT 



30000000 


1DOQOGOO 


The external Entity’s external debt was either fully redeemed or transferred back to the municipalities with 
the transfer of reticulation services back to the municipalities at the end of June 2013. 

The Entity has the capacity to raise external loan debt off its balance sheet, but unfortunately due to the 
impending incorporation into a new water structure this avenue has not been pursued. 


CURRENT ASSET RATIO 


CURRENT ASSET RATIO 


’Ihe Entity has a positive current asset ratio if the DWA raw water creditor is excluded from the current 
liabilities. The Newcastle municipality has not budgeted or paid the entity for these accruals since 2013 and 
the Umzinyathi and Amajuba municipality have outstanding debts relating to these accruals. 
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CONTRIBUTION TO AN AFFORDABLE TARIFF 
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I he Boards bulk tariff is well within the industry norm and unfortunately does not include a capital element 

or include depreciation charges. 


EXPENDITURE COST DRIVERS 



An analyses of expenditure cost drivers 


EXPENDITURE COST DRIVERS 
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INCOME REVENUE STREAMS 
REVENUE STREAMS 



86 % 


* Bulk water sales - (merer earned * Capital grants 'Other 


A depiction of the revenue streams of the Entity 


CASH AND INVESTMENT HOLDING 



Ihe Entity's cash and investment holding has steadily improved and currently provides cover for 3 months of 

operations. 
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Bulk water volumes showed a downward trend due to the drought experienced from 2015 to 2017 and then a 

return to normal demands in 20 J 8. 



Ihe chemical costs follow the same trend as the bulk water production costs. 


HUJ] 
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The repairs and maintenance category shows a general upward trend after following the hulk water volume 
production matrix. 

The expenditure in this category should be substantially more taking into account the age and the condition 
of the water infrastructure. 

At 7,5% of total expenditure it shnuld be roughly double the current expenditure and at 7, 5% of asset value it 
should he roughly R 7, 5 million per year. 


ELECTRICITY COSTS 
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Energy costs show the same trend as the hulk water volumes and also a steady increase in these costs 
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OPERATING EXPENSES 


50000000 

45000000 

40000000 

35000000 

50000000 

25000000 

20000000 

15000000 

10000000 

5000000 

0 


OPERATING EXPENSES 


2014 


2015 


2010 


2017 


2018 


2019 


Operating expenses follow the same trend as the bulk water production costs and have remained fairly 

constant. 



Employee related costs have increased by the inflationary rate and also reflect the introduction of the annual 
performance based incentive scheme applicable to all levels of employees. 
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INVESTMENT IN CAPITAL AND DEVELOPMENT 



CAPITAL INVESTMENT 
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Investment into the ageing and outdated bulk water infrastructure has been abysmal considering the bulk 

water demands of the region. 


Less than R 10 Million a year has been invested by the Shareholder municipalities over the last five years. The 
Bulk Water Master Plan envisages an investment well in excess of R 10 Billion over the next 10 years. 

r lhis is an area that requires urgent attention and will be the focus of the Board going forward. 


CAPITAL PROJECTS 


Capital investment (with the entity) in water service infrastructure has decreased dramatically over the 5 year 
period depicted in this report. Part of the reason for the disinvestment is due to the transfer back to the WSA's 
of the reticulation infrastructure as at 1 July 2013, the lack of own tariff raised capital funding by the entity and 
the lack of capital grant funding from the WSA's. 

Ihe taritf funding capital dement needs to be considered as a serious option to raise capital funding failing 
which the dependence on Government grant funding via MIG, MWIG, and the DWA will stifle infrastructure 
development and continue to be a high risk to the Board and Shareholders. 

The Board has proposed several tariff models for consideration which indicate that a simple capital levy of 
R l, 00 per kilolitre of water produced and sold will raise approximately R % Million per annum for capital 
upgrades and refurbishment. 


Ihe Board has targeted the next financial year to jointly with its shareholders re-strategics and prioritize water 
capital development requirements and to target key areas of the hulk water master plan for short medium and 
long term implementation. 

The immediate needs are a new water resource and a new water treatment plant to augment the three WSA 
current water demands. 
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EXTERNAL LONG TERM DEBT 


Ihc Boards current long and short term debt obligations are made up as follows: 



20I-Si'20!fi 
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Long term dthl 
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62 Ml 90S 

67 639 771 

*1, 544 596 
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66 4 !0 349 

326 561 D93 
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in funding 

■ 62 S42 905 

4 796 &66 

• 13904*25 

7 *27 867 

22 961114 

■64) 150 744 

s m no 

332 560 276 


With the transfer of Reticulation Water Services back to the municipalities with effect from I July 2013, 
all water related asset loans were transferred back to the municipalities. The Development Hank of SA 
renegotiated the loans and terms w r ith the individual municipalities. 


FUNDING REQUIREMENTS 


During the initial establishment of the Company in 2004, a 30 year strategic Plan (SP2030) was developed for 
the delivery of water bulk infrastructure services. This plan has been updated and substituted with a water 
services masterplan during the 2012 year. 

The purpose of these documents is to have a reference for the sustainable provisioning of safe, acceptable and 
affordable water and sanitation services. The estimated total cost of bulk infrastructure required to implement 
the SP 2030/master plan amounts to R 5, 5 Billion 

The Water Services Master Plan is currently being considered for implementation as a matter of urgency as 
the water resources in the area have reached critical capacities and the current drought has served to further 
highlight the importance of planning for the future now. 

The WSA parent municipalities were initially providing in the region of R100 million pa in capital MIG grant 
and other grant funds, and besides this funding, the entity is very limited in its limited institutional capacity to 
augment these funding sources, as it is restricted to the reliance on grant funding from the WSA’s for its capital 
requirements. 
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BORROWING LIMITS 


7he Board did have approved external loan facilities in principle with the Development Bank of SA amounting 
to R 2, 2 Billion, but these were not taken up by the parties concerned due to the impending transfer of 
reticulation services and the establishment of the new proposed Bulk water entity for the region. 

This capacity, and the markets, will be tested once the new entity has been established, which facility would 
greatly enhance the capability ol all concerned to speed up the eradication of Bulk water service backlogs. 


RETIREMENT BENEFIT OBLIGATIONS 


Iht scheme is currently unfunded and the Board has recognised its full past service liability in the balance 
sheet at the actuarial valuation of about R 15 Million. 

IIh provision for these costs is a GRAP accounting standard requirement and is a statutory obligation/ 
disclosure. 


FINANCIAL RISK 


As is in most companies, the entity is faced with operational and financial risks that need to he effectively 
managed in order to ensure that any negative impact on the Boards operational and financial performance is 
identified, minimised, measured and effectively managed. 

Ihe Board has a risk management strategy and plan in place, and the plan is regularly updated, monitored and 
managed at LEADCQ, Audit Committee and Board level. The plan rales the risks according to the level of risk 
it poses to the entity, and details the proposed actions to be taken at the various levels within tile organisation, 
in order to mitigate the effects of and properly control and manage the risk profile. 

Ihe highest risks on the matrix are related to the non-payment for bulk water services, underfunded budgets, 
and the lack of capital investment into the replacement, refurbishment and development of bulk water needs 
for the region. 


Ihe inability of municipalities to from within their own varied basket of services and water revenue be able to 
afford and take seriously the vast water development needs is seriously impeding development and creating 
challenges for the Board. 

A rethink on these important matters and the possibility of restructuring the water business and tariffs to meet 
the future demands is essential. 
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ACCOUNTING POLICIES 


The adoption of the new and revised accounting standards and interpretations issued by the International 
Accounting Standards Board and the International Reporting Interpretations Committee effective for the 
current year, as noted in the accounting policies, have not led to any changes in the Boards accounting policies. 

The Boards accounts are fully GRAP compliant for the 2019 financial year. 

The Board has implemented the Municipal Standard Chart of Accounts (mSCOA) with effect from the current 
financial year and in line with its Shareholder municipalities and all other local government institutions country 
wide. 


FUTURE PROSPECTS 


The Board currently, and since 1 July 2013, operates as an interim Bulk Water Services Provider to its 
Shareholders, and will do so until such time that the Minister of Water Affairs has made a final determination 
concerning the future institutional arrangements and the composition of a new Water structure that will deliver 
regional hulk water services in the area. 

Ihe current situation is that the Minister of Water and Sanitation Affairs has gazetted the formation of a single 
water board for the whole of the KZN-Nalal province. However, this process has been discontinued and the 
Minister has referred the matter back to the Cabinet for further consideration and a decision in this regard. 

J he purpose of a single water board is to Regionalize Bulk water service delivery and thereby achieve, long 
term regional planning and match this to all available funding sources, assurance of supply, a sustainable bulk 
tariff for the region, maintain the current status of bulk water service provision, potential efficiency of shared 
services, sharing of scarce capacity in the region, reduction of overheads and the potential for direct access to 
regional bulk Infrastructure grant funding. 


1UJJ 
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STATEMENT OF DIRECTORS RESONSIBILITV 


The Directors acknowledge their responsibility for the preparation of the annual financial statements for the 
year ended 30 June 2019, which in their opinion, fairly presents the results and cash flows for the financial 
year and the state of affairs of Ulhukela Water fPty) Ltd at the end of the financial year. The annual financial 
statements set out in this report have been prepared in accordance with International Reporting Standards, and 
in the manner required by the GRAP standards and the MFMA 56/2003. 

The Directors are also responsible for the systems of internal control. These systems are reviewed on an ongoing 
basis and the Auditor Generals preliminary "dashboard" report for the forthcoming year reflects very positively 
and is indicative of the enormous improvements made in this regard. “Green” happy faces appear in the report 
for these reforms. Internal control systems are designed to provide reasonable hut not absolute, assurance as to 
the reliability of the annual financial statements, and to adequately safeguard, verify and maintain accountability 
of assets and recorded liabilities, and to prevent and detect material misstatement and loss. The systems arc 
implemented and monitored by suitably trained personnel with an appropriate segregation of authority and 
duties. 

The Hoard is serious about and supports the Government initiative of “operation clean audit” and mapped its 
structures accordingly and achieved this goal in the 2017 financial year. 

I he Directors are firm in their belief that based or the information and explanations given by management, the 
internal auditors and the external auditors, that the system oi internal control provides reasonable assurance 
that the financial records may be relied upon for the preparation of the consolidated annual financial statements. 

Ihe external auditors are responsible for reporting on the fair presentation of these annual financial statements. 
The Auditor General with the assistance of local expertise has audited the annual financial statements after 
having been provided unrestricted access to all accounting and financial records and related data. The Directors 
believe that all representations made to the external auditors during their audit were valid, appropriate and 
complete. 

Ihe Directors have reviewed the Hoards forecast financial performance for the year to 30 June 2019, as well as 
the longer term budget, and in the light of this review and the current financial position, they are satisfied that 
the Board has access to adequate resources, to under the current circumstances, continue as a going concern 
for the foreseeable future. This does not detract from the fact that the current tariff, debt poor payment, capital 
funding requirements and budget issues need to be resolved. 

J his positive sentiment is expressed on the condition that the participating municipalities attend to the pressing 
issues of proper economic tariff determination, timorous payment of accounts, full payment of raw water 
production costs and adequate capital infrastructure planning and funding. 


APPROVAL OF THE ANNUAL FINANCIAL STATEMENTS 


The annual financial statements of ulhukela Water (Pty) Ltd for the year ended 30 June 2019, have been 
approved by the Board of Directors and signed on its behalf and presented accordingly to the office of the 
Auditor General for the statutory audit thereof. 


R S. Naidoo F Moola 

Chairperson of the Board Act. Chief Financial Officer 


91 | u lhukela Water (PTY) LTD - Annual Report - 2019 


mm 







Risk Management and Business Continuity 



Jht Board considers risk management as a strategic tool in its management processes, and has committed the 
entity to a procedure ol risk analyses that is aligned to the principles of good corporate governance in terms 
of the King 111 Report, other supporting legislation and leading Company best practices. 

Risk Management Approach and System 

Risk management is recognised as an integral part of responsible management and the Board has adopted 
an enterprise wide approach that is outlined in its Risk Management Policy and Framework. This approach 
means that all Departments, functions and processes are included in a structured and systematic process 
of risk management. The Framework consists of the governance structure and Risk Management process 
aligned to the National Public Sector Risk Management Framework and IS031000 standards. The Board and 
its Committees retain an obligation to remain informed not only of the risks to the organisation, hut also to 
the effectiveness of risk management efforts, Internal Audit and the Audit Committee provide the Board with 
assurance regarding the effectiveness of the risk management processes carried out within the organisation. 

Key Strategic Risks 

The following key strategic risks have been identified and monitored during the year, and are as a mailer of 
course reviewed annually in accordance with World Economic Forum Global Risks and the IRMSA SA Risk 
Report. 

Fraud Prevention 

The Board together with management is committed to establishing and maintaining an honest, open and 
well intentioned working environment within the organisation and to fight any fraudulent attempts in 
all the levels of the organisation. Exposure to the risk of fraud is managed by the implementation of a 
Fraud Prevention Plan and an Anti-Fraud and Corruption Policy. 

Ethics contracts are signed by all staff members and a fraud hotline exits to support any possible whistle 
blowing activities. Management is focused on creating awareness around perceived red flag areas, and 
interna] controls are continually reviewed and strengthened in order to prevent any occurrences of fraud 
and corruption. 

Business Continuity 

Risk management also encompasses disaster recovery planning and business continuity management. The 
Board is committed to ensuring the continuity of its operations in the event of material disruption to its 
critical activities by ensuring the safety and wellbeing of i ts employees, contractors, visitors, protecting t he 
environment and society in which it operates, minimising the adverse impact of any possible disruptions on 
operations and ensuring continuity of critical processes to a predefined and acceptable level. 

During the year concerned managed developed a Business Continuity Management Programme and 
Policy for adoption by the Board which seeks to develop and implement emergency response plans, crisis 
management plans, and continuity plans for the organisation. 
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In accordance with international good practices, management is committed to carrying out and discharging 
its legal, moral and regulatory accountabilities and responsibilities and even in the event of a disaster 
occurring. A sound management structure is in place to steer and respond to requests accordingly. 'I he 
Boards Business Continuity Management structure depicting roles and responsibilities in terms of policy 
making appears as follows; 



Internal Audit 

Independent objective assurance 


Risk Officer 
BCM Officer 


Board 

Polity Approval 

nr 

Audit Committee 

Overaght and Assurance 

nr 

Managing Director 

Accountability and Responsibility 

XX 

LEADCO 

Policy Review and Reconn mentations 


U 


Oversight 


r 


Executives Execution 

Body of knowledge to Analyses design implementation and validation 
Facilitate and co-ordinate Emergency response, crisis management. Business 

Continuity, IT Disaster Recovery, Sourcing, strategy, 
implement,, maintain and test based on policy 


{ 



Application 




Senior Management and Staff 

Carry out and support the activities 


of organisation as above 
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Introduction 


lli is report serves to table on the annual performance of the entity as at year end 30/06/2019 against its 
pre- determined objectives planned out in April 2018. (Measurement of performance against the SDBIP of 
FY2018/2019) 

The financial performance of the entity will he reported on separately 
Service Delivery Performance Analysis 


u Ihukcla Water (Pty) Ltd uphold its mission statement by ensuring excellent and consistent performance 
across all areas of expertise within the entity. 

In April 2018 a pre-determined strategic plan/SDBIP that converts into measurable criteria on how. 
where and when the strategic objectives and normal business processes of the entity will be achieved and 
implemented was tabled for the FY 2018/2019. 

This plan has since been approved by both the Board of directors as well as the respective parent 
municipalities of the entity. 


Performance Setting 

The SDBIP ol uThukela Water (Pty) Ltd for the FY 2018/2019 comprised of 7 key strategic objectives. Which 
were filtered into key performance areas and key performance indicators. The key performance indicators were 
assigned annual targets and performance is measured against these targets quarterly. 


uThukela Water (Pty) Ltd Key Strategic Objectives 


Manage 

Stakeholder 

Relations 


Communicate 

Company 

Performance 

to 

Stakeholders 
and Public 


Ensure Good 
Corporate 
Governance 





Increase 
Water 
Resorce 
Sustain ability 


Maintain 
Improve and 
Increase 
Water 

Infrastructure 


MONITORING PERFORMANCE 

The entity's performance is measured as per the performance management policy of uThukela Water 
(Pty) Ltd. ihe performance of the entity is measured at the end of every quarter and is carried out by the 
Chairperson of the Board of Directors Mr. P.S Naidno 

uThukela Water (Pty) Ltd make use of a 4 Point rating scale to measure performance, it is the same rating 
scale used to measure targets within the SDBIP of the entity. 


95 | uThukela Water (PTY) LI D - Annual Report - 2019 


iujj 






Rating 

Level 

Description 

1 

Unacceptable Performance / 
Needs Development 

Performance does not meet the standard expected for the 
job. The review' / assessment indicates that the employee has 
achieved below fully effective results against more than half 
of the performance criteria and indicators as specified in the 
Performance Agreement. The member has failed to demonstrate 

1 the commitment or ability to bring performance up to the level 
expected in the job despite management efforts to encourage 
improvement. 

2 

1 Not Fully Effective 

Performance is below the standard required for the job in key 
areas. Performance meets some of the standards expected for 
the job. The review / assessment indicates that the employee 
has achieved below fully effective results against less than half of 
the key performance criteria and indicators as specified in the 
Performance Agreement. 

3 

Fully Effective 

Performance fully meets the standard expected in ail areas 
of the job. The review / assessment indicate that the member has 
achieved fully effective results against all the performance criteria 
and indicators as specified in the Performance Agreement. 

4 

Performance Above 
Expectations 

Performance is significantly higher than the standard expected 
in the job or far exceeds the standard expected of a member at 
this level. The appraisal indicates that the member has achieved 
above fully effective results against more than half of the 
performance criteria and indicators and fully achieved all others 
throughout the year. 


PERFORMANCE OUTCOMES 

Hie below chart (Figure I) serves to represent the performance outcomes as at year end (30/06/2019) of 
uThukela Water (Pty) Ltd. A detailed scoreshect can be found at the end of this report. 

I he entity managed to meet all its agreed targets as per the SDH IP FY 2018/2019 in ihe key performance 
areas of the following strategic objectives: 

• Communicate company performance to stakeholders and public 

* Ens u re go od corpo rate go verna n ce 

* Increase financial sustainability 

• Maintain. Improve and Increase Water Infrastructure 
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uThukela Water (Pty) Ltd Annual Performance 
Outcomes as at 30 June 2019 



■ Communicate company per luimante tg stakeholders and public 

■ Manage stakeholder rplafionvliips 

■ Ensure Rood corporate governance 

■ Increase finaiiudl susiaiiLahiEriy 

■ Eh rove Sv * vi(t- I M1 vet v 

■ Maintain, improve and hitrease Water infrastructure 

■ Increase VVAier Resource SusTain,ihrfrly 
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Report of the auditor-general to the KwaZulu-Natal Provincial Legislature 
and council on Newcastle Municipality 


Report on the audit of the financial statements 


Opinion 

1. I have audited the financial statements of the Newcastle Municipality set out on pages joc... to 
xx... p which comprise the appropriation statement, the statement of financial position as at 30 
June 2019, the statement of financial performance, statement of changes in net assets, cash 
flow statement and statement of comparison of budget and actual information for the year than 
ended, as well as the notes to frie financial statements, including a summary of significant 
accounting policies. 

2. In my opinion, the financial statements present fairly, in all material respects, the financial 
position of the Newcastle Municipality as at 30 June 2019 and financial performance and cash 
flows for the year then ended in accordance with the South African Standards of Generally 
Recognised Accounting Practice (GRAP) and the requirements of the Municipal Finance 
Management Act of South Africa, 2003 (Act No. 50 of 2003) (MFMA) and the Division of 
Revenue Act of South Africa (Act no.1 of 2D18)(Dora). 

3. I conducted my audit in accordance with the International Standards on Auditing (ISAs). My 
responsibilities under those standards are further described in the auditor-general's 
responsibilities for the audit of the financial statements section of this auditor's report. 

4. I am independent of the municipality in accordance with sections 290 and 291 of the 
International Ethics Standards Board for Accountants' Code of ethics for professional 
accountants and, parts 1 and 3 of the International Ethics Standards Board for Accountants' 
International Code of Ethics for Professional Accountants (including International 
independence Standards) (IESBA codes) as well as the ethical requirements that are relevant 
to my audit In South Africa. I have fulfilled my other ethical responsibilities in accordance with 
these requirements and the IESBA codes. 

5. I believe that the audit evidence I have obtained Is sufficient and appropriate to provide a basis 
for my opinion. 

Materia! uncertainty relating to financial sustainability 

6. I draw attention to the matter below. 

7. j draw attention to note 49 to the financial statements, which indicates that the municipality 
incurred a deficit of R310.46 million during the year ended 30 June 2D19 and, as of that date 
the municipality’s current liabilities exceeded its current assets by R127,43 million. As stated in 
note 49, these events or conditions, along with other matters as set forth in note 49, indicate 
that a material uncertainty exists that may cast significant doubt on the municipality’s ability to 
continue as a going concern. 
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Emphasis of matters 

B. I draw attention to the matters beiow. 

Uncertainty relating to the future outcome of exceptional litigation 

9. Wilfi reference to note 44 to the financial statements, the municipality is the defendant in 
various lawsuits. The ultimate outcome on these matters could not be determined and no 
provision for any liability was made in the financial statements. 

Restatement of corresponding figures 

10. As disclosed in note 46 to the financial statements, the corresponding figures for 2017-18 were 
restated as a result of errors in the financial statements of ttie municipality at, and for the year 
ended, 30 June 2019. 

Material losses/ impairments - trade debtors 

11. As disclosed in note 12 to the financial statements, material losses of R36 t 86 million 
{2017-18: R30.02 million) were incurred as a result of a provision for impairment of receivables 
from non-exchange revenue. 

12. As disclosed in note 13 to the financial statements, material losses of R933.90 million 
(2017-18: R843.70 million) was incurred as a result of an allowance for Impairment of 
consumer debtors. 

Material losses - water 

13. As disclosed in note 57 to the financial statements, material water Fosses of R45.10 million 
{2017-2018: R45.49 million) were incurred, which represents 47% (2017-2018: 49%) of total 
water purchased. The losses are mainly due to leaks, buret pipes and illegal connections. 

Other matters 

14. I draw attention to the matters below. My opinion is not modified in respect of these matters. 

Unaudited disclosure notes 

15. In terms of section 125(2Xe) of the MFMA, the municipality is required to disclose particulars of 
non-compliance with the MFMA in the financial statements This disclosure requirement did not 
form part of the audit of the financial statements and, accordingly. I do not express an opinion 
on it. 

Responsibilities of accounting officer for the financial statements 

16. The accounting officer is responsible for the preparation and fair presentation of the financial 
statements in accordance with the Standard of GRAP and the requirements of the MFMA, and 
for such Internal control as the accounting officer determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to 
fraud or error. 
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17 (n preparing the financial statements, the accounting officer is responsible for assessing the 
Newcastle municipality's ability to continue as a going concern, disclosing, as applicable, 
matters relating to going concern and using the going concern basis of accounting unless the 
appropriate governance structure either intends to liquidate the municipality or to cease 
operations, or has no realistic alternative but to do so. 

Auditor-general's responsibilities for the audit of the financial statements 

16. My objectives are to obtain reasonable assurance about whether the financial statements as a 
whole ere free from material misstatement, whether due to fraud or error, and to issue an 
auditor's report that includes my opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted In accordance with the ISA* will always detect a 
materiel misstatement when it exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in aggregate, they could reasonably be expected to 
influence the economic decisions of users taken on the basis of these financial statements, 

19. A further description of my responsibilities for the audit of the financial statements is included 
in the onnexure to this auditor's report. 


Report on the audit of the annual performance report 


Introduction and scope 

20. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and 
the general notice issued in terms thereof, I have a responsibility to report material findings on 
the reported performance information against predetermined objectives for selected objectives 
presented in the annual performance report. I performed procedures to identify findings but not 
to gather evidence to express assurance. 

21 . My procedures address the reported performance Information, which must be based on the 
approved performance planning documents of the municipality, i have not evaluated the 
completeness and appropriateness of the performance indicators/ measures included in the 
planning documents. My procedures also did not extend to any disclosures or assertions 
relating to planned performance strategies and information in respect of future periods that 
may be included as part of the reported performance Information. Accordingly, my findings do 
not extend to these matters. 

22. f evaluated the usefulness and reliability of the reported performance information in 
accordance with the criteria developed from the performance management and reporting 
framework, as defined in the general notice, for basic service delivery and infrastructure 
presented on pages xx - xx in the annual performance report of the municipality for the year 
ended 30 June 2019; 

23. I performed procedures to determine whether the reported performance information was 
properly presented and whether performance was consistent with the approved performance 
planning documents. I performed further procedures to determine whether the indicators and 
related targets were measurable and relevant, and assessed the reliability of the reported 
performance information to determine whether it wes valid, accurate and complete. 


4 



24. i did not raise any material findings on the usefulness and reliability of the reported 
performance information for this objective. 

Other matters 

25. ! draw attention to the matters below. 

Achievement of planned targets 

26. Refer to the annual performance report on page(s) x to x; x to x for information on the 
achievement of planned targets for the year. This information should be considered in the 
context of the opinion expressed on the usefulness and reliability of the reported performance 
Information In paragraph(s) x; x; x of this report. 

Adjustment of material misstatements 

27 I identified material misstatements in the annual performance report submitted for auditing. 
These material misstatements were on Ihe reported performance information of basic service 
delivery and infrastructure. As management subsequently corrected the misstatements, f did 
not raise any material findings on the usefulness and reliability of the reported performance 
information. 


Report on the audit of compliance with legislation 


Introduction and scope 

28. In accordance with the PAA and the general notice Issued In terms thereof, i have a 
responsibility to report material findings on the compliance of the municipality with specific 
matters in key legislation. I performed procedures to identify findings but not to gather 
evidence to express assurance. 

29. The material findings on compliance with specific matters in key legislations are as follows: 

Annual financial statements 

30. The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122(1) of the MFMA. Material misstatements of 
non-current assets, current assets, current liabilities, disclosure items and the cash flow 
statement identified by the auditors in the submitted financial statement were subsequently 
corrected, resulting in the financial statements receiving an unqualified audit opinion. 
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Expenditure management 

31. Money owed by the municipality was not always paid within 30 days, as required by section 
65(2X0) of the MFMA. 

32. Reasonable steps were nol taken to prevent irregular expenditure amounting to RBG.B9 million 
as disclosed in note 53 to the annual financial statements, as required by section 62(1 Xd) of 
the MFMA. The majority of the irregular expenditure was caused by payments made on 
contracts where SCM procedures were not followed. 

33. Reasonable steps were not taken to prevent fruitless and wasteful expenditure amounting to 
R28,64 million, as disclosed in note 52 to the annual financial statements, in contravention of 
section 62(1 Xd) of the MFMA. The majority of the disclosed fruitless and wasteful expenditure 
was caused by late payments on expenditure. 

Procurement and contract management 

34. Some of the goods and services with a transaction value of below R20D 000 were procured 
without obtaining the required price quotations, In contravention of by SCM regulation 17(a) 
and (c). 

35. Some of the goods and services of a transaction value above R200 000 were procured without 
inviting competitive bids, as required by SCM regulation 19(a). Deviations were approved by 
the accounting officer even though it was not impractical to invite competitive bids, in 
contravention of SCM regulation 36(1). Similar non-compliance was also reported in the prior 
year. 

36. Bid specifications for some of the tenders were drafted in a biased manner and did not allow 
ail potential suppliers to offer their goods or services, in contravention of SCM regulation 
27(2)(a). 

37. Some of the bid documentation for procurement of commodities designated for local content 
and production, did not stipulated the minimum threshold for local production and content as 
required by Ihe 2017 preferential procurement regulation 8(2). Similar non-compliance was 
also reported in the prior year. 

38. Competitive bids were adjudicated by a bid adjudication committee that was not composed in 
accordance with SCM regulation 29(2). 

39. Commodities designated for local content and production, were procured from suppliers who 
did not meet the prescribed minimum threshold for local production and content, as required by 
the 2017 preferential procurement regulation 8(5). Similar non-compliance was also reported in 
the prior year. 

Consequence management 

40. Some of the unauthorised expenditure incurred by the municipality was investigated to 
determine if any person is liable for the expenditure, as required by section 32(2)(a) of the 
MFMA. Internal investigations are currently in progress on some of the unauthorised and 
fruitless and wasteful expenditure. 
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41 Some of the irregular expenditure and fruitless and wasteful expenditure incurred by the 
municipality were not investigated to determine if any person is liable for the expenditure, as 
required by section 32{2)(b) of the MFMA. Internal investigations am currently In progress on 
some of the irregular and fruitless and wasteful expenditure. 


f Other information 


42, The accounting officer is responsible for the othor information, he accounting officer is 
responsible for the other information. The other information comprises the information included 
in the annual report which includes the accounting officers foreword and the audit committee’s 
report. The other information does not include Ihe financial statements, the auditor's report and 
those selected objectives presented In the annual performance report that have been 
specifically reported in the auditor's report, 

43, My opinion on the financial statements and findings on the reported performance Information 
and compliance with legislation do not cover the other information and I do not express an 
audit opinion or any form of assurance conclusion thereon, 

44, In connection with my audit. my responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent with financial statements and 
the selected objectives presented in the annual performance report or my knowledge obtained 
In the audit or otherwise appears to be materially misstated, 

45, I did not receive the other information prior to the date of this audit report. When I do receive 
and read this Information, If I conclude that there is a material misstatement therein, I am 
required to communicate the matter to those charged with governance and request that the 
other information be corrected, ff the other information is not corrected, I may have to retract 
the auditor's report and re-issue an amended report as appropriate. However, if it is corrected 
this will not be necessary. 


Internal control deficiencies 


46. I considered internal control relevant to my audit of the financial statements, reported 

performance Information and compliance with applicable legislation; however, my objective 
was not to express any form of assurance on it The matters reported below are limited to the 
significant Internal control deficiencies that resulted in the findings on compliance with 
legislation included in this report. 

47 Lack of adequate reviews and reconciliation of information reported in the financial statements 
resulting in material misstatements being identified during the audit, these were subsequently 
corrected by management resulting in an unqualified audit opinion. Supply chain management 
policies and procedures along with applicable legislation were not adhered to. resulting in 
increased irregular expenditure and non compliance with legislation. Furthermore, 
consequences for transgressions were not investigated to ensure that responsible officials 
ware appropriately disciplined. 
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Other reports 


48. I draw attention to the following engagements conducted by various parties that had. or could 
have, an impact on the matters reported in the municipality's financial statements, reported 
performance information, compliance with applicable legislation and other related matters. 
These reports did not form part of my opinion on the financial statements or my findings on the 
reported performance information or compliance with legislation. 

49. Investigations were undertaken by and independent firm from September 2018 in respect of 
certain projects. This investigation was in progress at the date of this auditor's report. 



30 November 2019 



AUalTOK-felMllLAl 


SOUTH AFRICA 


AudUft’rrg to build pMc conftcfertce 
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Annexure - Auditor-general’s responsibility for the audit 

1 As part of an audit in accordance with the iSAs, i exercise professional judgement and 
maintain professional scepticism throughout my audit of the financial statements, and the 
procedures performed on reported performance information for selected objective and on the 
municipality's compliance with respect to (he selected subject matters. 

Financial statements 

2. In addition to my responsibility for the audit of the financial statements as described in this 
auditor's report, I also: 

• identify and assess the risks of material misstatement of the financial statements whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and 
obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion. 
The risk of not detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control 

• obtain art understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the municipality's internal control 

• evaluate tha appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the accounting officer 

» conclude on the appropriateness of the accounting officer's use of the going concern basis 
of accounting in the preparation of the financial statements. 1 also conclude, based on the 
audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Newcastle municipality's ability to 
continue as a going concern. If I conclude that a material uncertainty exists, I am required 
to draw attention in my auditor's report to the related disclosures In the financial 
statements about the material uncertainty or, if such disclosures are inadequate, to modify 
the opinion on the financial statements. My conclusions are based on the information 
available to me at the date of this auditor's report. However, future events or conditions 
may cause a municipality to cease continuing as a going concern 

• evaluate the overall presentation, structure and content of the financial statements, 
including the disclosures, and whether the financial statements represent the underlying 
transactions and events In a manner that achieves fair presentation 

Communication with those charged with governance 

3. I communicate with the accounting officer regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings. Including any significant deficiencies in 
internal control that I identify during my audit. 

I also confirm to the accounting officer that I have complied with relevant ethical requirements 
regarding independence, and communicate all relationships and other matters that may 
reasonably be thought to have a bearing on my independence and, where applicable, related 
safeguards. 
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ANNUAL REPORT OF THE AUDIT AND RISK COMMITTEE TO THE COUNCIL OF 
NEWCASTLE MUNICIPALITY FOR YEAR ENDED 30 JUNE 2019 

The Audit Committee {ACJ of Newcastle Municipality was established by Municipal Council in 
accordance with section 166 (1) of the Municipal Finance Management Act (MFMA). 

The Audit Committee operates as an independent advisory body to the Council, Political Office 
bearers, Accounting Officer, Management and staff, thereby assisting Council in its oversight role. 
The role, functions, and authority of the Audit Committee are prescribed in terms of section 166 (2) 
of the Act and section 94 [7](Q of the Companies Act read with MFMA Circular 65 Treasury 
regulations. National Treasury Interna] Audit Framework, National Treasury Public Sector Risk 
Management Framework, Kwa-Zulu Natal Provincial Treasury Risk Management Framework for 
Municipalities and Municipal Entities and all applicable legislation and treasury regulations. 


AUDIT COMMITTEE MEMBERS AND ATTENDANCE 

The Audit Committee also serves as a Risk Committee and Performance Committee in addition to its 
duties as the Audit Committee. This ensures integrated risk oversight and Council capacity to see a 
single point of entry on risk issues, improve risk mitigation responses, effectiveness of governance 
processes, compliance and internal controls. 

The Audit Committee held five (5] meetings during the 2018/19 financial year to review interim 
annual financial statements, annual financial statements, effectiveness of internal controls, risk 
oversight and good governance. 

The Audit Committee consisted of the members listed hereunder. 


Members 

Appointed 

End of Term 

Meetings Attended 

Audit Committee 

Scheduled 

Attended 

The mbs Ridebe 

28/02/2018 

2B/02/202I 

5 

5 

Chairperson) 





Mr. Rabelani Tslilmomola 

2B/02/201B 

28/02/2021 

5 

5 

Mr Yaasir Haflfejee 

28/02/2018 

28/02/2021 

5 

5 

Ms. Simangeie Ngcobo 

28/02/2018 

17/01/2019 

S 

] 



(Resigned) 



M&Zanele Nkosi 

2B/02/201E 

ZB/02/2021 

S 

5 

MrGNclkf 

August 2019 [New 

July 2022 

5 

i 


appointment) 





The Chairperson of the Audit Committee attended three (3) council meetings to present reports of 
audit committee for the first, second and third and fourth quarter of 2018/19 financial period. 








































ANNUAL REPORT OF THE AUDIT AND RISK COMMITTEE TO THE COUNCIL OK 
NEWCASTLE MUNICIPALITY FOR YEAR ENDED M) |IINE 2019 


AUDIT COMMITTEE LEGISLATIVE ROLES AND RESPONSIBILITIES 

Section 166(2) proscribes that an Audii Committee is an independent advisory body which must 
advise the municipal council, political office bearers, the accounting officer and the management staff 
of the municipality or board of directors, Lhe accounting officer and the management staff of the 
municipal entity on the matters relating to: - 

■ I menial financial control and internal audits; 

■ Risk management; 

■ Accounting policies; 

■ The adequacy, reliability and accuracy of financial reporting, records and information; 

■ Performance management; 

* Effective governance, 

* Compliance with Municipal Finance Management Act, the annual Division of Revenue Act and 
any other applicable legislation; 

* Performance evaluation,; 

■ Review the annual financial statements lo provide council of the municipality Dr in the case of 
Lhe municipal entity, the council of the parent municipality and the board of directors of (he 
entity, with the authoritative and credible view of the financial position of the municipality or 
the municipal entity, its efficiency and effectiveness and its overall level of compliance with the 
Municipal Finance Management Act, the annual Division of Revenue Act and any other 
applicable legislation; 

■ Respond to the council on any other issues raised by the Auditor-General in the audit report; 

■ Carry out such investigations into the financial affairs of the municipality or municipal entity as 
the council of the municipality or in the case of a municipal entity, the council of the parent 
municipality or the board of directors of the entity, may require; 

■ Perform such other functions as may be prescribed; 

» Liaise with internal audit unit of the municipality; 

■ Liaise with the person designated hy the Auditor-General to audit the financial statements of 
the municipality of municipal entity; and 

* Make submissions to the Council, Executive Committee (EXCO) and Municipal Public Accounts 
Committee (MPAC). on any matters which in the opinion of the Committee needed to be 
brought to the attention of the oversight structures, emanating from its quarterly meetings; 


AUDIT COMMITTEE TERMS OF REFERENCE 

The Audit Committee has reviewed its formal terms of reference, herein after referred to as the 
Charter, which was presented, deliberated upon and recommended for final approval by Municipal 
Council- The audit committee has executed its functions in accordance with its 2018/19 annual plan. 

The Audit Committee Charter Is the hase nf lhe audit Committee three years and annual work plans 
together with legislative compliance universe crafted from local government legislative framework. 


EFFECTIVENESS OF INTERNAL CONTROLS 

The systems of internal control are the legislated responsibility of the accounting officer and 
executive management In line with requirements of MFMA, principles of King IV Report on 
Corporate Governance read with National Treasury Internal Audit Framework, MFMA Circular 65, 
International Standards for the Professional Practice ol Internal Auditing and applicable national 
and provincial treasury regulations. 


iMr.' i 











ANNUAL REPORT OF THE AUDIT AND RISK COMMITTEE TO THE COUNCIL OF 
NEWCASTLE MUNICIPALITY FOR YEAR ENDED TO JUNE 201 «J 


During its meetings, the Audit Committee reviewed the adequacy and effectiveness of the system of 
interna] financial control through the internal Audit assurance. From the various Internal Audits 
[monthly, quarterly and hi-annual) arid Auditor-General management reports, it was noted that 
significant matters were reported that indicated material deficiency in the system of interna] 
controls. 

The conclusion ot the Audit Committee is that the system of Internal control for the financial 
reporting period under review has gradually improved but still inadequate, in some instances 
inefficient and ineffective with the following outstanding material areas of concerns raised by audii 
committee, internal and external auditors as assurance providers: 

1. The Audit Committee urged management to ensure appropriate budgeting and improve 
expenditure management towards ensuring a funded budget and reduced going concern risk; 

2. Audit Committee continued iu urge managements to urgently develop a cost review and 
reduction strategy to minimise the progressively increasing costs to improve the insolvency 
position; 

3. Council has been requested by Audit Committee to urgently make a decision regarding the 
discontinuation of post-retirement benefits from new employees as it is not financially viable 
for the municipality; 

4. Management is urged tu speedily make a determination regarding a development and 
implementation of a 5 year infrastructure master plan to mitigate the costly non-revenue water 
loss and infrastructure challenges; 

5. The audit committee advised management to incorporate revenue enhancement into the debt 
collection strategy to improve the deteriorating financial position. Management are to also 
address control deficiencies within revenue processes; 

6. Audit committee recommends that management implement effective demand management, 
acquisition management and contract management to minimize non-compliance with SCM 
prescripts, timely availability of quality goods and services and ensure timely and appropriate 
completion of Capex projects towards ensuring timely spending of grant funds; 

7. Audit Committee commended Council to immediately finalise the assessment and investigation 
of Irregular, Fruitless and Wasteful expenditure incurred in the current and prior financial 
periods and make a determination regarding write-off or recovery: 

8. The Audit Committee requested the municipality to speed up the appointment of Disciplinary 
Boa rd to oversee matters of (inaneial misconduct as well as the implementation of consequence 
management and recommendations; 

9. Management was requested to urgently obtain clarity regarding the Jegat obligations and 
accountability of Uthukela Water (PTY) LTD management including governance structures; and 

10. Management is encouraged to resolve majority of unresolved Audit Committee, Auditor General 
and internal Audit findings for both 2017/18 and prior financial years through appropriate 
implementation and monthly monitoring of action plans. 


PREDETERMINED OBJECTIVES, PERFORMANCE MANAGEMENT AND EVALUATION 

The Audit Com mil tee has reviewed quarterly performance information as reported by the 
municipality at quarterly audit committee meetings throughout the year. These quarterly 
performance information reports were also validated by the Internal Auditors quarterly. 
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ANNUAL REPORT OF THE AUDIT AND RISK COMMITTEE Tl> THE COUNCIL OF 
NEWCASTLE MUNICIPALITY FOR YEAR ENDED 30 JUNE 2019 


The Audit Committee was applauded management for the significant improvement in the 
credibility, completeness, relevance and accuracy of performance information of the municipality 
during the financial period. 

The Audit Committee recommended the following to management to improve the status of 
performance management; 

• Management resolve alt outstanding Auditor General and Internal Audit findings on 
performance information; 

• Align budget and SDBIP to ensure appropriate funding of KPIs 

• Implement controls on monthly, quarterly and mid-term to monitoring and review 
performance information to ensure completeness, accuracy, reliability and relevance at least 
quarterly in preparation for end of financial year; 

• Management to seriously consider including achievement of either dean or unqualified audit 
opinion in individual performance agreement and a SDBIP as a unit's KPI; and 

• Management to speedily implement Individual Performance Management System at least at 
management level to address the tack of accountability, responsibility and consequence 
management to ensure achievement of organization KPIs. 


RISK MANAGEMENT AND GOVERNANCE 

The municipal applauded for filling the CRO’s position but the risk maturity level is still very 
immature and management is encouraged to explore further avenues that will assist with the 
achievement of desired risk maturity levels. 

The audit committee recommended that, the management and council should; 

• Municipal Management as Risk Owners must take full charge of the entire risk managing 
process or ownership, management and reporting of risk with regards to identification, 
assessment, management control, risk mitigation, directing and guiding development and 
implementation of risk management framework, strategy, policies and procedures. 

• Risk owners must demonstrate active risk owner participation at operational levels and 
ongoing accountability for the management of risks at various risk governance structures; 

• Develop and implement organisational wide combined assurance model; 

• Define, quantify and implement risk appetite supported by vigorous analysis, expert judgement 
and consistent with materiality and significance framework; and 

• Ensure existence of an effective Risk Management Committee. 

INTERNAL AUDIT FUNCTION 

The internal audit charter, three-year risk based internal audit strategic plan and annual 
operational plan were reviewed by Internal Audit in consultation with management and approved 
by Audit Committee. The Chief Audit Executive reported functionally to the Audit Committee and 
operationally to the Accounting Officer, The Internal Audit had unrestricted access to the audit 
committee Chairman and the entire Audit Committee at all times. 

The Committee is yet to evaluate the effectiveness of Internal Audit and monitor any possible 
restrictions that may be imposed on this function and which therefore affects its independence. 
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All internal audit work as well as quarterly progress reports in accordance with the plan were 
reviewed and approved by the Audit Committee. Internal Audit attended alt Audit Committee 
meetings and deliberations and presented a summary of the salient findings of all internal audits 
carried out for the period including management response to recommended corrective action, 
internal Audit provided the Audit Committee with assurance on progressive implementation of 
internal and external audit recommendation as per internal audit and Auditor-General 
management and audit report. 

The Audit Committee is very pleased with the audit plan, scope, coverage, quality and reports of the 
Internal Audit. 


EVALUATION OF FINANCIAL STATEMENTS 

The AC appreciated the fact that, the municipality prepared interim financial statements (without 
certain disclosure notes] towards addressing both AGS A and internal Audit findings raised in the 
prior financial year. 

On review of the interim annual financial statements by both internal audit and audit committee, 
immaterial discrepancies were noted and certain disclosures were noted as omitted. 

The Audit committee noted findings in the unaudited annual financial statements similar to those 
identified in the prior year by both Internal Audit and Auditor General. The Audit Committee was 
very concerned by re-occurrence of these findings which indicated weaknesses in internal controls 
regarding reviews and reconciliations of financials. 

The Audit Committee stressed the importance of compiling a complete set of interim financial 
statements with all disclosure notes, provisions, WIP and depreciation calculation in order to 
address prior year audit findings. 

Audit Committee reviewed external audit scope including the extent of co-ordination with and 
extent of reliance on the work of internal audit. Further reviewed the annual external audit 
strategic plans, scopes, fees and other compensation; 

Also Reviewed the Auditor-General's audit report on audited annual financial statements, the 
management report, management's comments on the audited financial statements, noted issues 
arising out of the audit and engaged Auditor General on matter raised in their audit report; 


AUDITOR-GENERAL OF SOUTH AFRICA 

Based on processes followed and assurances received from the Auditor-General, nothing has come 
to the attention of the Audit Committee with regard to any matter impacting on the independence 
of the External Auditors. 

The Audit Committee have met with die Auditor-General to ensure that there are no unresolved 
issues and that all Issues that have come to our attention including subsequent events have been 
adequately communicated for further control and management towards rectification. The Audit 
Committee concurs with Auditor-General management report and audit opinion. 
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CONCLUSION 

Hie Audit Committee would like to thank the Municipal Council. Accounting Officer, Acting Chief 
Financial Officers, Chief Audit Executive, SEDs and Auditor-Genera) as well as all management and 
staff for co-operation and support during the year under. 

Mr’LL Radebe 
Chairperson 

On behalf of the members of the Audit Committee 
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